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Out-of town bankers, visiting New York, are cor- 


dially invited tocall upon us 


The banking and _ cur- 


Banking and 

a rency problem is still a 
pending issue in the halls of Congress, 
The measures proposed are so numer- 
ous and various that scarcely is the ink 
dry upon a proposed bill embodying a 
complete reformation of the banking and 
currency system, before it is relegated 
from temporary prominence to a place 
among discarded and forgotten meas- 
ures, and supplanted by a fresh bill, in- 
troduced by some senator or representa- 
At the time of the publication of 


the last Journal, the amended Carlisle 


tive. 


bill was being thoroughly debated. 

At the present writing it has almost 
passed out of sight. A vote on a pre- 
liminary proposition indicated a major- 
ity against it in the House, and it is no 
longer regarded as a legislative possi- 


bility in its present form, Apart from 


the state bank issue feature which it 
contained, the radical changes proposed 
in the basis of security for bank cur- 
rency, led to widely differing expres- 
sions of opinion, and the belief that this 
branch of the problem should not be 
made the subject of too hasty legisla- 
tion. But while it has been shown that 
there is no necessity for undue haste in 
this particular, there is urgency for im- 
mediate ac ion upon the other branch of 
the problem—the relief of the treasury. 

The goverment gold reserve, upon 
which alone the maintenance of all cur- 
rency on a parity with gold depends, is 
daily sinking, and despite one hundred 
million dollars of gold paid in during a 
year as the result of bond sales, the gold 
balance is again down to nearly the 
lowest point. The verdict of the coun- 
try has made gold the standard of value 
and imposed upon the government the 
duty of maintaining all currency at that 
standard. Under existing laws and 
conditions,—the treasury the only place 
in the country where gold can be de- 
manded, and with no means but a bond 
issue to replenish its gold—the task is a 
most difficult one, and imposes upon 
Congress the duty to remedy the evil. 
The continued delay of Congress to act 
in the matter has engendered distrust 
among the people—not of the ability of 
the government to maintain all currency 
at gold values, but of the willingness of 
Congress to enact the necessary laws 
and machinery so to do—hence all the 
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disastrous consequences of a fear of up- 
setting the standard of value are now 
with us, evidenced by the very general 
complaint of business paralysis and 
stagnant investmert funds. It is to be 
hoped that the remedy will be at once 
applied. 


The New York Chamber 
of Commerce has adopted 
and forwarded to the president 


For the Stability 
of the Currency. 
and 
both houses of Congress, the following 
report of their committee on finance and 
currency, 


with accompanying resolu- 


tions, It isa document of convincing 
force : 

“That in their judgment, before a 
plan for a currency system, absolutely 
safe and at the same time elastic in its 
nature, can be formulated and become 
a law, confidence in the stability of our 
existing currency and in our power to 
maintain such currency ona parity with 
gold must be re-established on the part 
of our own people, and, what is of far 
greater importance, on the part of the 
nations of Europe who hold close com- 
mercial relations with our own, 

‘*To this end, in the judgment of 
your committee, there should be 
further delay on the part of Congress 
in authorizing the secretary of the 


treasury to issue bonds bearing a rate 


no 


of interest not exceeding 3 per cent., 
such bonds payable explicitly, principal 
and interest, in gold coin of the weight 
and fineness now fixed by law; to'be used 
not only in maintaining the gold reserve, 
which is being depleted both through 
distrust and deficiency in Treasury re- 
ceipts under necessary expenditures, 
but also for the gradual withdrawal and 
cancellation of legal tenders and Treas- 


ury notes now incirculation, If deemed 


advisable, additional national bank-note 
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circulation to be provided for to an 
amount equal to such withdrawals of 
legal tender notes. 

‘** The objection which may be raised, 
that the issue of a bond stipulating pay- 
ment in gold might reflect adversely on 
the bonds already issued, as suggesting 
the question whether these bonds also 
will be hereafter regarded as being pay- 
able in gold or its equivalent, has, the 
committee think, but little weight in 
view of the repeated pledges on the part 
of the government and the known pub- 
lic sentiment of the people at large to 
sustain, at all hazards, the credit of the 
nation, for this sentiment does exist and 
is held by a great majority of our people. 
Government bonds payable in 
principal and interest can undoubtediy 


gold, 


be negotiated on a better interest basis 
than those containing terms of payment 
as now expressed. Besides, a good cur- 
rency law, established upon correct prin- 
ciples of finance, would forever remove 
the liability to the government of being 
placed in a position other than that of 
its ability to pay all its obligations, 
either in gold or in currency on a parity 
with gold, in the markets of the world. 

‘*We now have in evidence the fact 
that United States bonds, payable prin- 
cipal and interest in currency, have been 
and that they 


have continuously been bought and sold 


in existence for years, 


on terms practically equal to other issues. 
Furthermore, states, municipalities, cor- 
porations, and individuals, relying upon 
the purpose and ability of the govern. 
ment to maintain gold payments, have 
not hesitated to incorporate a gold clause 
in their own obligations when issued. 
‘*The further objection raised to an 
issue of bonds to retire legal-tender 
notes, that the government would be 
compelled to pay interest where it now 
has created and uses a debt certificate 
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free of interest, is best answered by the 
well-sustained belief that the renewed 
and permanent prosperity to the country 
which would follow a withdrawal of 
legal-tender notes now in circulation, 
and a thorough reform in our currency 
laws, would result in such large in- 
creased revenues to the government as 
to far more than offset the interest paid, 
to say nothing of the improved credit of 
the government itself in all the markets 
of the world arising from a voluntary 
retirement of a created 
during the exigencies of a great war. 


forced loan 


‘* A bond issue on the lines laid down 
in this report is absolutely necessary, 
and must, in the end, be adopted, while 
longer delay carries with it grave danger 
to the welfare and prosperity of our 
people. 

** It is our belief that the result of such 
action on the part of Congress would at 
once relieve the existing strain; return- 
ing confidence would be felt both at 
home and abroad; business would re- 
vive; and gold would once more begin 
to flow through the natural channels of 
commerce and local circulation, and find 
its way both into the vaults of the banks 
and the United States Treasury. 

** Under present conditions it appears 
to your committee inexpedient for the 
Chamber to endorse or advocate any 
scheme for reforming thecurrency. It 
is wiser, in their judgment, for the Cham- 
ber to use its influence in endeavoring 
to secure provision for a competent com- 
mission to study the subject and to re- 
port a well-digested plan adapted to the 
needs and conditions of all classes of 
people and all sections of the country. 
It is only in this way that we can obtain 
permanent satisfaction in respect to our 
currency, and it is better to wait than 
incur risks by adopting hastily devised 
expedients, the result of efforts to com- 


promise principles which are, funda- 
mentally irreconcilable. When the time 
comes for Congress to decide upon the 
report of the commission, this Chamber 
should be untrammelled through com- 
mitment to any plan in order to so em- 
ploy its influence as to aid in securing 
good legislation. : 

‘““The reform of the currency can 
wait, but the treasury of the United 
States cannot wait, and it ought not to 
be kept waiting a day for legislation 
empowering it to assure full value to 
the money the people now depend upon. 
This is the duty of the hour. This is 
what the chamber should try to bring 
about immediately. 

‘* Your committee firmly believe that 
the masses of the people throughout the 
country understand the present situa- 
tion and are alive to its dangers; they 
believe that the voters in a majority of 
the congressional districts will sustain 
their representatives in passing prompt- 
ly whatever measures may be necessary 
for the relief of the treasury; and they 
further believe that the real obstacle to 
such action is the reluctance of public 
men to put aside party issues and to 
unite in passing such currency laws as 
the honor, welfare and dignity of the 
country demands. 

‘*Your committee submits that the 
Chamber of Commerce of the state of 
New York is in a position to lead in de- 
nouncing and breaking down this in- 
opportune intrusion of party spirit into 
a question that touches so profoundly 
the material interests of every citizen of 
the United States. 
send forth a call to our honest, intelli- 
gent fellow-citizens of all sections and 
all parties, to rally in support of the na- 
tional credit and national honor, by in- 
sisting that those who represent them 
in congress shall lay aside party differ 


Let us, therefore, 
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ences, cease from petty manceuvering, 
and work together loyally and sincere- 
ly in expediting the passage of a law 
empowering the President to use the 
great credit of our country to protect 
its financial honor, and to insure to 
every man full value for the money he 
row has, and that which he must, for a 
long time still, accept in payment for 
his labor, or his crops, or his goods, 
‘Your committee would, therefore, 
offer the following resolutions: 
‘*Resolved, That this Chamber is 
heartily in accord and sympathy with 
of the 


the expressed determination 


President of the United States to con- 
tinue the sale of bonds toan extent nec- 
essary to maintain a proper gold re- 


serve in the treasury, even if he is forced 
to sell such bonds at a price out of pro- 
portion to the high credit which this 
nation is entitled to in the markets of 
the world. 

** Resolved, That we respectfully urge 
upon congress the necessity for prompt 
action in giving to the secretary of the 
treasury power to meet all the obliga- 
tions of the government, and to main- 
tain all the money of the people on a 
gold basis, by authorizing the issue of 
bonds in sufficient amounts to accom- 
plish these ends; and we call attention 
to the paralysis of the industries of the 
country, mainly caused by the distrust 
existing as to our determination to up- 
hold the integrity of our currency. This 
distrust, we believe, cannot be relieved 
without such action as is proposed, to 
be followed by a thorough revision of 
our laws relating to the currency of the 
country. 

“Resolved, That in our judgment 
there should no longer be left any doubt 
in the minds of the people, both at home 
and abroad, as to the intention of our 
government in regard to the currency 
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in which its bond obligations shall be 
paid, and we therefore urge that the 
bonds, if issued, shall be made payable, 
principal and interest, in gold coin of 
the weight and fineness now fixed by 
law. 

‘* Resolved, That the Chamber of 
Commerce of the state of New York, 
through its membership, is in close touch 
and sympathy with the industrial classes 
of the United States, and these embrace 
all who are engaged in producing, dis- 
tributing,and re-employing, productive- 
ly, our enormous annual increment of 
wealth. 

‘*Resolved, That, 
of this Chamber, 
these persons, and through them of all 


in the judgment 


the interests of ail 
others, will be promoted by a better 
monetary system than that now exist- 
ing, but that the subject of monetary re- 
form is so intricate in its nature, and its 
relation to every form of industry is so 
intimate, and at the same time so deli- 
cate, no change should be made that has 
not been thoroughly examined in all its 
bearings, and this Chamber deprecates 
any legislation affecting the currency 
that has not been recommended by a 
competent and responsible commission, 
selected from among those of our citi- 
zens who, by practical experience and 
special study and aptitude, are best 
qualified to point out such measures as 
will, upon trial, prove to be permanently 
practicable, as weil as capable of equit- 
able adjustment to the business relations 
now existing. 

“ Resolved, That it is the sense of 
this Chamber that pro- 
vision should be made by Congress for 


immediate 


the creation of such a commission, in 
order that they may be ready to report 
at the regular session of the Fifty-fourth 
Congress. 

“Resolved, That the foreging report 





EDITORIAL. 5 


and resolutions be presented to both 
Houses of Congress, and copies of the 
same sent to the President of the United 
States and to the members of his cab- 
inet.”’ 


Contiguous Dise Governor Morton in his 
count and Sav- 
ings Banks. 


annual message to the 
legislature of New York, deprecates* the 
location of a bank of discount and a 
savings bank in the same room, and 
controlled by the same management. 
The funds of the savings bank are apt 
to become tied-up in the bank of dis- 
count, and trouble to the 
latter, it may carry down the former. 
He cites 


in case of 


instances where this has oc- 
curred, and urges that each bank should 
be independent. The closing of the 
doors of the Chenango Valley Savings 
Bank and of the Broom County National 
both of 


did business in the same 


Bank at Binghamton, which 
room and un- 
der the same managers, gives fresh il- 
lustration to the recommendativun of 
the governor. At this writing, the con- 
dition of these banks has not been made 
public, but presumably they are both in- 


solvent. 


Effect of the Kan- 
sas Redempticn 
Law. 


The law passed by the 
legislature of Kansas 
in 1893 to regulate the sale and re. 
demption of real estate under execution, 
in the supposed relief of borrowers on 
real estate by permitting them to re- 
tain control of the mortgaged property 
for two or three years after default, has 
had an effect, directly opposite from 
what was intended, Instead of re- 
lieving borrowers. it has operated as a 
capital-scare, and the money of eastern 


* See p. so. 


investors has gone to other states, whose 
laws are not so unfriendly. Following 
is that portion of the annual message ol 
Governor Morrill to the legislature of 
1895, which describes the practical work- 
ings and urges the repeal of the law of 
1893. 

‘*The Legislature of 1893 enacted a 
law to regulate the sale and redemption 
of real estate under execution, etc. It 
was doubtless the purpose and desire of 
the framers of this act to furnish relief 
to those who had mortgaged their 
homes and were unfortunately unable 
to meet their obligations; but the law 
seems to have had directly the opposite 
Be- 


lieving that the theory upon which the 


effect from which it was intended. 


law is based is a pernicious one, I 
desire to call your attention to its prac- 
tical workings. 

** Capital is proverbially timid ; it goes 
only where it is protected; it scents 
danger as quickly and keenly as a wild 
animal, and as promptly seeks safety. 


Capital cannot be driven by legislative 


enactments to make investments where 
it is not safe, and any attempt of that 
kind drives it quickly from the state, 
This result is as sure to follow as water 
is to run down hill. 

‘*The past two years have witnessed 
a rapid withdrawal of capital from the 
state and the amount would have been 
much larger if it could have been col- 
lected. It is estimated that fifteen 
million dollars have been withdrawn the 
past two years by parties in the east 
who had loans secured by real estate 
and who have lost confidence in Kansas 
investments; while nearly all the large 
insurance companies and savings-banks 
which have been accustomed to make 
loans here, positively refuse to take any 
the 


new mortgages until laws are 


changed, 
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‘“*T take it tor granted that there will 
be no difference of opinion as to the ad- 
visability of securing investments of 
foreign capital. The wonderful develop- 
ment of our grand, young state—un- 
paralleled in the history of the worla— 
has been due to a very great extent, to 
the free investment of capital from the 
eastern part of the country. This has 
been in the main largely beneficial to 
both sections. The lender has reveived 
a fair rate of interest, the borrower has 
in most cases made money by his invest- 


ment of others have 


while thousands 
been largely benefited by the rapid de- 
velopment of the state and the conse- 
quent increased value of all property. 
Without these investments there would 
be few miles of railroad in operation 
in our state to-day. 

“It is worse than idle—it is simply 
idiotic—to brand 


every eastern man 


who has sent money to the state to be 


invested, as a robber and an enemy; and 


the results of this course have been to 
work a serious jnjury to the borrower. 
In fact, but for the impairment of our 
credit by the legislation under discus- 
sion and the public sentiment it repre- 
sented, there would have been no such 
demand for the payment of mortgages, 
from which we have suffered im- 
but have 
sought to extend their loans ata reduced 


rate of interest. 


so 
measurably, lenders would 
It is a well known fact 
that the large part of the money invested 
in mortgages is either the property of 
people of small means who have re- 
tired from business and live on a scanty 
income, or of savings-banks and life in- 


surance companies who hold in trust - 


and loan the hard-earned savings of the 
poor. 

‘*The lender as a rule does not ask 
any consideration; he can and will 
send his money here when he is satisfied 
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with our securities, and he can withhold 
it when he is not, He is free to go or 
stay as he pleases, and I have never yet 
been able to discover that sectarian be- 
liefs or political views made any differ- 
ence with the money-loaner inthe matter 
investments. It is 
quite different with the botrower; he is 
here to stay, is already in debt, and 
needs in most cases an extension of time 


of consideration of 


in order tohelp him to pay his liabilities. 
It 1s not a question with him whether 
he will contract a new debt; he already 
has the debt hanging over him, and his 
greatest need is more time in which to 
meet it at a lower rate of interest. 

‘‘It is hardly necessary to discuss 
here the question of whether the mort- 
gage indebtedness of the state has been 
It exists, and 
the great mass of our people desire to 


a benefit or an injury. 


honestly pay their debts at the earliest 
possible moment. It is a gratifying 
fact that can properly be mentioned in 
this connection, that the census returns 
show that three-fourths of the mortgage 
indebtedness represents either the pur- 
chase money of the farms or permanent 
And the further 
fact might be mentioned, that the in- 


improvement thereon. 
creased value of the real estate in the 
state, from 1880 to 
when most of the debt was created, was 


1890, the period 


largely in excess of the total of all mort- 
gages, and nearly sufficient to pay the 
entire indebtedness and all of the in- 
And 


this increased value was largely the re- 


terest thereon for the ten years. 


sult of the enterprise and energy that 
prompted men to buy farms and 
place mortgages the farms they 
already owned, that they might increase 
their acres or make better improvements 
thereon. The present condition, with 
confidence entirely gone on the part of 
investors, is an unfortunate one for the 


to 
on 
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borrowers. While the return of favor- 
able agricultural conditions and good 
crops would be an important element in 
restoring confidence, still it is not the 
principal one, and the strongest prvof 
of this statement is found in the fact 
that money on real estate loans can be 
obtained much more easily, and at less 
of interest, in Missouri and Nebraska 
than it can in Kansas. 

‘* There are two important considera- 
tions that are taken into account by every 
The first is 
the complete protection from loss, the 


prudent, careful investor. 


absolute assurance that the loan will be 
paid; and the other is the promptness 
with which the debt can be collected, in 
case it is necessary to resort to a forced 
sale of the security. You may enact as 
many laws as you please, but you can 
not disturb the immutable law of trade 
that makes the rate of interest depend 
on the security and the ease with which 
the loan can be converted into ready 
money; and any leg slative enactment 
that depreciates the security and lessons 
the ability to force the collection of debt 
increases the rate of interest and works 
a common hardship upon all borrowers. 
Under the 
can, without paying interest on taxes, 


present law the borrower 
retain control of the property pledged for 
security for two or three years, and can 
cause a serious depreciation in its value. 
This fact would prompt every conserva- 
tive investor to commence action to fore- 
close as soon as there is any default in 
interest. Under a prompt foreclosure 
law the lender would, in most cases, ex- 
ercise greater leniency, knowing that he 
has the power at any time to collect his 
debt when he finds that the debtor is 
making no effort to pay. It is a rare 
thing in Kansas to find a lender who 
will not be lenient with a borrower who 


is making an earnest, honest, cheerful 


effort to meet his obligations. 

“The proceedings in foreclosure 
should be made as simple and inexpen- 
sive as it is possible to make them, with 
a due regard to the rights of the mort- 
gagor. The Missouri form of trust deed 
has proven, after many years of trial, 
very satisfactory. Something of that 
character, with a provision that the 
mortgagor should have the privilege of 
redemption for twelve months, by pay- 
ing taxes, insurance and interest, would 
doubtless be satisfactory to the borrower 
and lender, Iam confident that the best 


interests of all classes would be pro- 
moted by the enactment of such laws as 
would tend to restore confidence in our 
ability and willingness to promptly meet 


our obligations.” 


The Gould Es- 


We print as an interest- 
tate. 


ing exhibit the estimate 
by the official appraiser of the value of 
the personai estate of Jay Gould, at the 
time of his death in December, 1892. 


STOCKS. 
Shares. 


220,028 


Appraised values 
Western Union, at 85 $18,702. 380 00 
Manhattan Railway, at 128....... 
Missouri Pacific, at 54 
83,000 Wabash, ati: 

916 Iron Mountain Car Trust, at as5.. 
Am. Telegraph and Cable, at 85. 
6.696 Wagner Palace CarCo, at 122... 
18,000 Union Pacific, at 353; 

1,225 St. Louis, Ark. & Texas trust 
certfs., at so 
Int. & Gt. Northern, at 5 
Con. Coal Co. of St. L., 
Texas & Pacific, at o 
8,170 St. L. and Southwestern. at 6.... 
2,880 St. L, and S’thwestern pfd ,at 12 

340 N. W. Tel. Co. of Canada, at 8o.. 

5,050 Red Rock Coal Co., ats 
825 Chicago Elevator Co., at 30 
246 N.J.R. R. Constr'nCo., at roo... 
,400 St L., I’n Mt. & South., at goo... 
o4 Del and Atlanta Telegraph and 
Telephone, at roo 
250 Hutchinson Salt Co.,at 35 
1854(M., K. and T. pr 
too Pacific Mail, at 27%4........ — 
14N. Y. Tribune Ass'n, at 200 


100,033 12,804,224 00 


101,800 5»407,200 00 
Qt 3,000 0o 
870,200 0@ 

10,000 850,000 00 

816,912 00 


643,500 00 


612,500 oo 
97.513 487,565 00 
23,348 233,480 oo 
20, 500 184,500 00 
49,020 09 
34,560 0@ 
27,200 00 
25,250 00 
24,750 00 
24,000 00 


16,000 00 


9.400 00 
8,750 00 
4.353 37 
2,750 00 
1,000 Co 


$42,843,094 37 


Carried Forward.......... biesbie sain 
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EE ny ae ee ne ne $42,843,094 37 
1oo Richmond Terminal, at 8%...... 850 00 
16,000 Kas. City, W. and Northwestern No value 
2is Lawrence, Emp. and Nor’w’n... No value 

5 Old Point Comfort Hotel Co..... No value 


5s Berkeley Lyceum Association... No value 





Ti ettatndusesdeeebadennehdedabddemies $42,843,044 37 
BONDS. 
8,753 St. Louis,Iron Mt. and S. consols 
WR hain. Sétnvecnccvdnsewosseces $ 7,286,872 oo 
2:4%St. Louis rsts, 5s, at 102%........ 21,728 00 
17 Texas and Pacific 1sts, 774%...... 13,132 00 
3,018 Texas and Pacific 2ds, 2614...... 788,452 00 
goo “Wahash os. at g7q,..<..2.0000000 385,000 00 
1,322 Wabash debs, A, at 4s........... 594,900 00 
172 Wabash debs, B, at 36%.......... 62,780 00 
2,000 Missouri Pacific 1st consols, at 
BOQecccccccccccccecccseccsseseccces 2,150,CU0 00 


10,055 Missouri Pacific trust 5s, at 89... 
2,333 Missouri Pacific 1st collats. at 79 
15 Boonville, St. L and §S. :sts, at 


8,948,950 00 


1,543,070 00 


100 


606:060066606000-65656646000060%60 15,000 00 

goo Con. Coal Co., at 80... cscccceccces 400,000 00 

5 Old Point Comfort Hotel Co..... 1,384 30 
3501 Kan. City, W. and N. W. rsts, at 

Divetctntrtéppesddisbisunsinbioweis Q10,C00 00 

2,000 U. P. Trust notes, at 9554....... 1,912,500 00 

162 Manhattan consols 4s, at gs...... 153,900 00 


460 Goldand Stock Tel. 1sts, at 10>. 
3,400 Kans. and Ark. Valley, at 50.... 
40 Int. and Gt. Northern ists, at 


230,000 co 


1,700,000 00 


BSc eosereseccesecceseececesccese 43,600 00 
800 Int. and Great Northern ads, at 

ists dobet beideaabin ik <aakuamelaeaewach 199, 500 co 
824Int. and Great Northern ad in- 

CR BE Biches ddcccsdenceccnce 54,862 co 


1,573. Int. and Gt. Northern 3ds, at 27. 424,916 00 
Int. and Gt. Northern script... 763 35 


878 St. Louis S. W. 1sts, at64%...... 435,615 00 
962 St. Louis income ads, 251-8...... 241,702 00 
5 Berkeley Lyceum ads............ 500 00 

19 KansasCity, W. and N. W. R. C. 
Ce ica cbideaseeceseness octcnceas 17,100 00 
15 Kansas City, &c., London c’t’f’s. 3,825 00 
Kansas City, &c., Coupons...... 13,200 00 
een tarwiiesiiscescediadinnieeseaces $28,883,511 65 
In addition there is miscellaneous 


property, furniture, yacht, etc, amount- 
ing to $371,027 and indebtedness to the 
estate of $8,836,077.77. 
is valued at $2,000,000. 


The real estate 


This shows a gross valuation of over 
eighty million dollars. The net value 
of the estate is fixed at $73,224,547.08, 
allowing for a charge of $6,000,0c0 by 
George J. Gould for services during the 
last twelve years of his father’s life, and 


various legacies and annuities. Under 
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the inheritance tax law of New York 
one per cent of all the personally in ex- 
cess of $10,000 goes to the state, less 
the comptroller’s fee for collection. 
The appraiser's report will come before 
the Surrogate for confirmation, when it 
will be claimed on behalf of the state of 
New York that the legacy or payment 
of $6,000,000 should also be subjected 
to the tax. According to existing 
market prices, the value of the stocks 
and bonds is now some $7,000,000 
lower than the market price at the time 
of Mr. Gould’s death, but it is believed 
the Surrogate will sustain the rule of 
valuation applied by the appraiser. 

An estate of eighty million dollars, 
accumulated by one man in the course 
of a lifetime, is certainly a remarkabie 
exhibit. The successive steps by which 
it was gradually accumulated, the trades 
and barters, the purchases, manipulation 
and sales, of stocks and bonds, would 
constitute a most interesting subject for 


study. Large fortunes are often made 


by rise in the value of real property 
held in large tracts whose value is enor- 
mously multiplied without effort on the 
part of the owner, by reason of the in- 
creased demand of the public for occu- 
pancy. 
factor in the building up of the Gould 
aggregation, Stocks and bonds—those 
properties more readily convertible into 


But real estate was but aminor 


money when needed for large operations 
The Gould 
Its distri- 


—were the chief agencies. 

estate has reached its acme. 
bution among, and diversified control 
by, successive generations will follow. 
Were it otherwise—a possibility of de- 
scent intact throngh son and grandson 


each with the same ability of accumula- 
tion possessed by the originator—the 
existence of 
indeed be a menace to the welfare of the 
people. 


such a property would 


= 


ae 














THE VARYING STATE LAWS 


THE VARYING STATE LAWS GOVERNING COMMERCIAL PAPER. 


A detailed review of statutes and decisions in the various states governing commercial 
paper, showing matters of peculiarity, conflict or deviation from the law merchant as generally 


understood. 


Article No, 1 under this head, treat- 
ing of ‘‘Instruments Payable with Ex- 
change on Another Place,” was pub- 
lished in the December Journal. Arti- 
cle Nu. 2, treating of another subject of 
conflict, is not yet ready for publication, 


Instruments Payable with Exchange 
on Another Place. 


The attention of readers, particularly 
in Iowa, is invited to the following: 
In the article in the last number upon 
instruments payable with exchange on 
another place, was published a table 
showing the states in which conflicting 
doctrines upon the subject existed. 
Iowa in that table showed as follows : 


Negotiability De- 





Negotiability 
stroyed by Exchange | Not 
Clause. Destroyed. 


Iowa Federal Iowa State 


| 
| Court. 


Court, 





In explanation of the table it was 
stated: ‘‘In some of the states the 
courts have been ranked on one side or 
the other of this table by virtue of ex- 
pressions of opinion, not strictly decis- 
ion, but nevertheless expressive of the 
stand the court would take were the 
question squarely before it as the turn- 
ing point of a case; in other cases, the 
lodgment in the table is by virtue of 
positive decision.”” Theinsertion in the 
table of the Iowa state court as favoring 
the negotiability of paper payable with 


exchange was by virtue of the opinion 
of the court in Sperry v. Horr, 32 lowa, 
184, holding that a note, containing a 
provision for payment of an attorney’s 
fee was nevertheless, negotiable. By 
way of argument sustaining that de- 
cision, the court said : 


““Many authorities hold that an agreement incor- 
porated in the body of a note binding the maker to 
pay, in addition to the amountnamed, exchange there- 
on, does not, under the rule just considered, destroy 
the negotiable character of the instrument. Under 
the principles of these decisions there is no difficulty 
in holding the paper in question to be negotiable. The 
exchange provided for by the notes in these cases may 
be considered, however, as a part of the sum due—the 
amount to be paid.” 


But we have just received from an 
Iowa banker a newspaper clipping bear 
ing date January 16th to the effect that 
in the case of Culbertson v. Nelson, the 
supreme court of the state had just de- 
cided that a draft payable with exchange 
was non-negotiable paper, and denied 
recourse to an innocent purchaser of 
such a draft against the acceptor who 
alleged it was without consideration and 
had been procured by fraud. The full 
decision of the lowa supreme court will 
be published as soon as procured, But 
assuming the newspaper report to cor- 
rectly state the law, bankers will now 
note that both the state and federal 
courts in lowahold paper payable with 
exchange to be non-negotiable, and 
consequently Iowa ‘‘exchange-paper ”’ 
is not available for loan or discount, 
either in or out the state, 
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The Varying State Laws Covernine 
Commercial Paper. 


SECOND NATIONAL BANK, ) 
CLARION, Pa., January 14, 1895. § 


Editor Banking Law Journal: 


The address by Mr. Thomas B. Paton, editor 
of the Journal, under the above heading, in the 
October issue, is suggestive of a much needed 
reform in the law of commercial paper. 

Let us all hope that the laudable purpo e of 
the Journal, as outlined on page 256 of the No- 
vember issue, to ‘‘ publish a series of articles 
under the above head, designed to bring out in 
detail those mattersof peculiarity and difference 
in the laws of the various states upon the sub- 
ject of commercial paper which contribute to 
perplex the holder,”’ will lead up to the enact- 
ment by Congress of a uniform rule of the law 
Should there 
rule as to days of grace? 


not also be a uniform 

Should not this whole 

nonsense be entirely wiped out of existence ? 
NEGOTIABLE INSTRUMENTS, PLEDGED AS COLLAT- 


merchant. 


ERAL SECURITY FOR A PRE-EXISTENT DEBT IN PENN- 
SYLVANIA, 
Mr. Paton, in 


can Bankers’ Association, already referred to, 


his address before the Ameri- 
says the courts of Pennsylvania, ‘‘deny thata 
pre-existent debt constitutes a valuable ccn- 
sideration, and failure of consideration, fraud 
in inception, or other grounds of defence are 
admitted to defeat recovery’”’ 

No want of consideration is more absolute 
and complete, between the original parties, than 
an accommodation note, and of course, no de- 
fence more complete, to an action thereon, 
between original parties, than this fact estab- 
lished. 


of Pennsylvania, in Lord v. the Ocean Bank, 20 


Yet as early as 1553, the Supreme Court 


Pa. St., 386, ruled expressly and unqualifiedly 
that the holder of a it had been 
endorsed, as collateral security for a pre-existent 
debt, was a bona-fide holder and entitled to re- 
cover. Inthat case the court said: ‘‘ He who 
chooses to put himself in the frontof a negotiable 
instrument for the benefit of his friend, must 
abide the consequence, and has no more right to 
complain, if his friend accommodates himself by 
pledging it for an old debt, than if he had used 
it in any other way.” 

This is a leading case in Pennsylvania. In 
Bank v. Todd, 132 Pa. St., 312, (1890), the Su- 
preme Court of Pennsylvania emphatically re- 
affirmed Lord v. Ocean Bank, and said: ‘‘Want 


note to whom 
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of consideration cannot be set up by the maker 
of an accommodation note as a defence against 
it in the hands of an indorsee, though taken by 
the latter as collateral security for a pre-exist- 
ing indebtedness.” 

Notwithstanding all this, the court, in May- 
nard v. Bank, 98 Pa. St., 250, per Justice Pax- 
son said: ‘* The indorsee of a note as collateral 
security for an antecedent debt is not a holder 
for value, and the maker is therefore entitled to 
set up against him any defence which he may 
have to the note in the hands of the indorser.” 


This broad statement is not the law of Penn- 


sylvania. This apparent, or real inconsistency 
the court attempts to clear up in Carpenter v. 
Bank, 106 Pa, St., 170. 
phatically reaffirming Lord v. Ocean Bank, rules 
this : 


promissory note by the 


In this case, while em- 


Phat it is a good defense, ina suitona 
holder against the 
maker, that the note was given by the maker to 
the payee without consideration, (other than tor 
accommodation) and that the payee endorsed 
the note to the holder to secure a pre-existent 
indebtedness, and without value. In 
Bardsley v. Delp, 88 Pa. St., 420, the supreme 


court makes another distinction; holding that if 


was 


a party receive as endorsee, a note for, that is, 
in payment of an antecedent debt, he is a pur- 
chaser for a valuable consideration, while if he 
took it for collateral security he would not stand 


so well 
Yours truly, 
J. T. MAFFErt. 


The above communication illustrates 


how the Pennsylvania judges differ 


among themselves upon the question of 


a pre-existent debt constituting a valu- 
able consideration. There is no space 
here to take up fully the law of Penn- 
upon this subject; it will be 
fully considered in one of the 
sequent articles of the series, 
port of the statement in the editor’s 
address that the courts of Penn- 
sylvania deny that a pre-existent debt 
constitutes a valuable consideration, the 
following language by the supreme 
court of Pennsylvania in Altoona Bank v. 
Dunn, 151 Pa. St. 232 (year 1892) may 
be quoted : 


sylvania 
sub- 
In sup- 
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‘* The bank, then, upon its own show- 
ing held these notes as collateral secur- 
ity for an antecedent debt, and it did 
not even give time upon the original 
debt. It was not, therefore, a dona-fide 
holder for value.” 

The rule respecting accommodation 
paper is also stated in that case. It is, 
that accommodation paper, strictly so- 


ARE BANK CLERKS 


“Favor and benevolence are not the attributes of good 
banking.” 
“Strict justice and rigid fulfillment of contracts are 
its proper foundation.” 
Axioms from an old Diary,) 


Bank clerks are individuals who have 
How 


men holding positions of trust, betray- 


to be trusted. often we learn of 
ing the confidence placed in them. A 
bank clerk differs quite essentially from 
employees of other institutions, neces- 
sarily so, as his chief and only article 
We meet with the 
slow, 


of trade is money. 
clerk who is yet methodical, 
working as mechanically as the clock 
runs the hours. He arrives at his post 
of duty in the morning, always at a cer- 
tain time, and plods at the work in his 
own fashion and after his own fancy, 
seldom, if ever, volunteering to assist 
his neighbor, although the help might 
indirectly benefit him before the work 
forthe day is finished. However, on 
the other hand, we find theclerk who, if 
he observes the opportunity, will lend a 
willing hand, and thus relieve the bur- 
den of his fellow workers. 

A clerk should have his duty well de- 
fined by his superior, and should be- 
come thereby, fully acquainted with it; 
if he does not understand the reason for 
its execution, he should seek to have 


called, in the hands of a pledgee for an 
antecedent debt is open to any defense, 
except want of The 
reason of the exception is that a party 


consideration, 


giving his note for accommodation to 
enable his friend to use it in such man- 


ner as will most benefit him, cannot 
complain if the note is pledged for an 


old debt—as stated in Zordv. Ocean Bank. 


MACHINES? 


the subject enlightened, or explained to 
him. 

The bank clerk of mature age is gen- 
erally ‘‘set,’’ even dogmatic in his 
ideas, and is not anxious to adopt new 
forms, there being many cierks who 
have spent the best years of their lives 
in a bank, very often at a desk where it 
is one routine of work from day to day, 
Take, 
for instance, a bookkeeper who has la- 


week to week, and year to year. 


bored on a ledger for fifteen or twenty 
years,—and there are many such—he 
becomes a part of the book, and the 
book seems to become a part of the 
man. Heis not competent after that 
length of service to engage in another 
business or a new field, and if he is 
asked or selected to change his position 
the bank, he 

After years of service, 
the aged bank clerk retires, and there 
are instances where his services are re- 


to another in is timid 


about doing so. 


warded by a pension, but more often he 
is left to care for himself as best hecan 
So much said as to the old bank clerk. 
Now take up the new or 
‘ young” We find some, ot 
rather we should find them, to be am 
bitious, willing, courteous, and always 
ready to respond to the call of his su- 


let us 
man. 
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perior; eager for knowledge and quick 
to learn. If he is found tobe alert, cor- 
rect, and showing a certain adaptability, 
he is the one chosen to fill the first va- 
cant post in the ascent of the long lad- 
der, Civil service ina bank is an ex- 
cellent rule to adhere to, but some 
creatures of humanity cannot be made 
to do certain kinds of work, that is, to 
the entire satisfaction of those they are 
are working for. And, 
exception to the rule now and then, in- 


therefore, an 


stead of having a demoralizing effect, is 
beneficial. 

A young man just starting out in life 
as a bank clerk is, we will say, assigned 
to the position of messenger or more 
familiarly called ‘‘ runner.” He _ ob- 
serves before long a certain goal ahead 
which he strives to gain. Steadily and 
earnestly he performs his duty, 
scious of every detail, until at last he 
reaches the post, having won his first 
laurels. 


con- 


Then he starts again with re- 
newed vigor for another goal, and so on, 
until he attains the zenith of his am- 
bition. 
reward. 

A clerk, no matter whether he be old 
or young, should enter into his work 
with zeal and honesty of purpose, and 
by so doing will enjoy his labors, but if 
his nature is always to complain, he not 
only spoils his own life, but sows dis- 
cord among his neighbors. 


Such clerks are worthy of their 





THE BANKING LAW JOURNAL. 


It is to be regretted that the young 
man is frequently, unfortunately for 
himself, too high-minded and opinion- 
ated, but as time wears onhe becomes 
less conceited, and settles down to 
reason. 

It should be considered an honor to 
be employed in a bark or counting- 
house; in fact, in England it is a privi- 
lege to be a bank clerk. The work is 
clean and the surroundings pleasant,and 
while the hours are not always the pre- 
scribed ‘*‘ 10 to 3,”’ they can be made 
*‘easy,” and in a well-regulated bank, 
they should be so. 

It has often been said that a bank 
clerk is a machine. 
He is part of the great engine used in 
grinding out the profits, for he is as 
necessary and important in his own ca- 
pacity asa driving wheel is to an en- 
gine, and that fact is only too apparent 
when he absents himself from his post 
suddenly, through illness or other causes. 
Of course no man is so indispensable 
that his position cannot be filled, but 
for the time being, there is a slight ces- 
sation in the rotary of motion, and not 
until the missing link is connected does 
the system resume its activity. But, to 
be called a machine, it should not imply 
drudgery, for a bank clerk’s life is, on 
the average, a happy one. 


In one sense he is, 


C. HARMAN. 


os 





| 
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THE CURRENCY PROBLEM. 
THE ATTEMPT TO SUPPLY A SAFE AND AN ELASTIC CURRENCY BY ISSUES FROM 
THE UNITED STATES TREASURY AND NATIONAL BANKS, AS NOW 
ORGANIZED, IS A FAILURE. 


(Concluding Paper.) 
By ALLEN RIPLEY FOOTE, OF WASHINGTON, D. C. 


‘* Frequent issues of bonds for the purpose of 
procuring gold, which cannot be kept after it 
has been obtained, will certainly cause increased 
distrust among our own people, as well as 
among the people of other countries, and not 
only swell the volume of our securities return- 
ing from abroad for sale or redemption, but in- 
crease the withdrawals of foreign capital here- 
tofore invested in our domestic enterprises, and 
it must be admitted by all, no matter what 
opinions they entertain upon the current ques- 
tions of finance, that such a condition of affairs 
cannot permanently continue without still more 
serious consequences to the material interests of 
all of our citizens than have heretofore been ex- 
perienced.” 

John G. Carlisle, Secretary of the Treasury. 


A commission, non-partisan in its character, 
composed of men of eminent abilities, could un- 
questionably devise a currency system sound in 
every part, and one which would commend it- 
self to every interest of the country. It could 
largely take the question out of politics and 
have it considered simply in its business aspects 
and upon merit alone. If nothing more definite 
can be accomplished, the question of the creation 
of such a commission ought to be considered 
and acted upon.” 

James H. Eckels, Comptroller of the Currency. 


‘*It is the record of a year of almost unprece- 
dented business depression and financial dis- 
tress, and so intimately is the postal service 
connected with the business interests and affairs 
of the country that whatever conditions affect 
them are immediately reflected in the volume of 
postalrevenues. The average annual increase 
of postal revenues due to the general growth ot 
the business of the country, is about 8 per cent, 
The depression of private business continued 


throughout the entire fiscal year. It resulted 


that the receiptsof ordinary postal revenue were 
actually less by 1 per cent. than for the preced- 
ing year. 


The deficiency in postal revenues 





for the fiscal year was $9,243,935.” 
Wilson S. Bissell, Post Master General. 





Decreased business means decreased prices 
for products, decreased employment and wages 
for labor, decreased volume of currency in ac- 
tual circulation, decreased revenues for the 
government and, therefore, less money for 
those who unintelligently sought to make money 
plenty by causing the enactment of our unwise 
currency legislation. 

The fact that the bids aggregated $154,370,- 
ooo for the $50,000,000 worth of bonds sold in 
November 1894, and that the entire loan was 
placed at a premium which brings the rate of 
interest down to 2.878 per cent. per annum is 
indisputable proof that a vast amount of labor 
and capital isidle. This is evidence that those 
who demanded more currency have been de- 
prived of the means of obtaining currency by 
the unwise legislation enacted in answer to their 
demand. 

When the effect o7 legislation enacted in 1878 
and 1890 upon the stability of the gold standard 
of values became apparent to public perception, 
a general liquidation and curtailment in every 
industry and vocation throughout the country 
occurred. The natural economic laws that had 
been violated exacted with impartial justice 
the penalty of violation from the workingman 
having no means, from the man of moderate 
means, and from the United States govern- 
ment, and all between these extremes. Ex- 
penses could not be curtailed as fast as revenues 
decreased, and the result has been, for every 
one, greatly diminished profits, or an actual loss 
and increased debt. 


TREASURY GOLD LIABILITIES FOR SILVER COIN AND 
PAPER CURRENCY.* 


That want of confidence in the stability of the 
gold standard is fully justified by the facts is 


*The figures used in this statement are all derived 
from official sources and corrected to December 3:1, 


1894. 
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proved by the condition of treasury gold liabili- 
ties for maintaining parity between gold and 
silver coin and the redemption of paper cur- 
rency. 

1. On December 31, 1894, the silver coin and 
paper currency issues were as follows. 


Coined silver dollars.. 220 422,426,747 
Fractional silver and minor coin. 77,155,722 
United States notes.............. 346,681,016 
[réasury notes 1Sgo 150,823,731 
National bank notes............. 


“Gold certificates 


200,005,710 
3,420, 869 
DUIWOT COPEPRORIES. «once gcccsecess 
Currency certificates.... 48,965,000 
Total silver coin and paper cur- 
i) . - $1,643,003, 301 


From this amount the following deductions 
must be made for coin and currency held in the 


treasury and duplications in the statement: 


Free silver dollars in treasuryt...$ 
Fractional silver coin in treasury. 
Free United States notes in treas- 

34,914,158 
Treasury notes I5g0, In treasury. 25,309,950 
National bank notes in treasury 4,759,972 
Gold certificates covered by special 
deposit. . wos 53,420, S¢ 
Silver certificates covered 

coined dollars. 

Currency certificates covered 


U.S. notes 
Total deductions............ 


Total silver coin and paper cur- 
renvy .. $1,643,003, 301 


549,511,244 


Less total deductions 


Total gold redemption liability, $1,093,492,057 


Free gold in treasury, December 


GOLD REDEMPTION OF COINED SILVER DOLLARS, 


It is technically true that coined silver dollars 
cannot be presented for redemption in gold 
with direct legal right. The Act of July 14, 


1890, declares it to be ‘‘the established policy 


of the United States to maintain the two metals 





+In addition the treasury holds $125,014,161 of silver 
bullion against treasury notes of 1890. 


(gold and silver) on a parity with each other, 
npon the present legal ratio (15,988 to 1) or sueh 
ratio as may be provided by law.” 

‘* There is but one way in which the two met- 
als can be held in circulation at a parity under 
any ratio that may be adopted, and that is to 
close the mints to the free coinage of the cheap- 
er metal and make it redeemable in the other.3"’ 

The Act of July 14, 1890, repealed so much of 
the Act of February 28, 1878, as required the 
purchase and coinage of silver but it directed 
the monthly purchase of 4,500,000 ounces of 
silver bullion and the issue of treasury notes re- 
deemable IN CoIN in payment for the same. ‘‘In 
order to maintain parity between United States 
notes (legal-tender notes’ and the United States 
notes of 1890, it became necessary when the 
latter were presented for redemption, to pay on 
demand either gold or silver as the holder 
might prefer; a refusal to do so would have 
made the notes silver notes.” 

If itis necessary to redeem silver notes in 
gold to maintain parity, it is equally necessary 
to redeem silver coin in gold, at the option of 
the holder, to fulfil the declared policy to main- 
tain the two metals on a parity, 

Parity is a commercial condition. When the 
bullion value of gold and of a silver dollar is 
the same,the two coins will circulate as of equal 
value,—that is, on a parity—in any country in 
the world, without the aid of legislation. When 
their bullion value is not equal all the legisla- 
tion that can be enacted by this country alone, 
or by this country in combination with all other 
countries cannot cause them so to circulate. 
The only place in the world where a silver dol- 
lar is received as of equal value with a gold dol- 
lar is the United States treasury andthe country 
under the jurisdiction of the United States laws. 
It would not be so received there if the law did 
not require the treasurer to maintain parity be- 
tween gold and silver at the coinage ratio. 
When the treasurer fails to do this, the silver 
and paper currency of this country will be 
worth but fifty cents on the dollar. This con- 
dition makes the redemption of silver dollars 
a gold redemption liability of the treasury. 


GOLD REDEMPTION OF FRACTIONAL SILVER AND 
MINOR COIN, 


The law makes this class of coin redeemable 


in ‘‘lawful money” at the treasury in sums of 


§“The Natural Law of Money,” by William Brough, 
G. P. Putnam’s Sons, New York, 13894. 


‘* The Money of the United States,’’ by Maurice L. 
Muhleman, 1894. 


aa 
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$20 or any multiple. 
coin, silver dollars, 


Lawful money is gold 
United States notes and 
treasury notes of 18go, all redeemable in gold. 


GOLD REDEMPTION OF UNITED STATES NOTES, 


The law makes these notes redeemable IN 
OIN at the sub-treasury in New York and San 
Francisco in sums of $50 and over. Coin is 
either gold or silver. The holder demands gold. 
rhe Act of May 31, 1878, DIRECTs the reissue of 
such United States notes as might be received 
yr redeemed by the treasury. Therefore, to 


speak correctly, these notes are never redeemed. 


GOLD REDEMPTION OF TREASURY NOTES, 1890 


The law makes these notes redeemable in 


coin at the treasury. Coin is either gold or 
The Act of 


July 14, 1890, provides that these notes may be 


silver. The holder demands gold. 
reissued after redemption, therefore there is no 
»bligatory redemption. 


GOLD REDEMPTION OF NATIONAL BANK NOTES. 


redeemable in 
bank of 
The bank of issue may redeem in silver 


The law makes these notes 


‘lawful money” at the treasury or 
issue. 
dollars, United States notes, or treasury notes 


of 1890. One bank can send the 


notes of an- 


other bank to the treasury for redemption in 


‘lawful money” and then whatever 


present 
form of ‘* lawful money ” it receives for redemp- 
tion in gold. Lawful money must be redeemed 
n gold by the treasury as long as a gold stand- 
ird of value is maintained. Upon the ability 
»f the treasury to do this, the maintenance of a 


gold standard of values depends. 


OTHER REDEMPTIONS 


GoLp CERTIFICATES are redeemable in gold 
but are not a liability as they are covered by a 
special deposit of gold. 

SILVER CERTIFICATES are redeemable in coined 
silver dollars for which a special deposit of sil- 
ver dollars is held. These silver dollars must be 
redeemed in gold if parity is to be maintained. 

CURRENCY CERTIFICATES are redeemable in 
United States notes for which purpose a special 
deposit of these notes is held. 

This analysis clearly shows that the gold 
redemption liability of the treasury on Decem- 
ber 31, 1894, was $1,093,492,057. The amount 
of free gold inthe treasury on that date was 
$86,244,445, therefore treasury had outstand- 
ing nearly thirteen dollars ($12.68) in silver coin 


and paper currency, for every dollar uf gold it 
had in hand available for redemption purposes. 
Correctly to show the gold liabilities of the 
treasury, there must be a‘dded to the gold re- 
demption liabilities, payments of principal and 
interest on the public debt and all payments due 
in foreign countries. 

This statement clearly shows that while the 
law provides for and permits the CONVERSION 
of one form of currency into another form of 
currency, it nowhere requires, and at the most 
vital point prohibits the actual redemption of a 
single dollar. Re-examine the list in the light 
of this statement: 

CoINnED SILVER must be convertible into 
coined gold at the option of the holder or PARITY 
between the value of a gold and silver dollar in 
the hands of the holder will be destroyed. When 
silver coin is received and gold coin paid out, 
the silver coin is reissued. 
REDEMPTION, 


THIS IS NOT ACTUAI 


FRACTIONAL SILVER and M1nor CoIN is con- 


vertible into LAWFUL MONEY. All lawful money 
is directly or indirectly convertible into gold 
coin and may, some of it must, then be reissued. 
THIs IS NOT ACTUAL REDEMPTION, 

UNITED Nores are 


STATES convertible into 


gold coin and MUST THEN BE REISSUED, THIS Is 
NOT ACTUAL REDEMPTION, 

TREASURY NOTES OF 1890 are convertible into 
gold or silver coin and MAY BE reissued. Tuis 
IS NOT ACTUAL REDEMPTION, 

National bank notes are convertible into LAw- 
FUL MONEY. All lawful money is convertible 
into gold coin and then may be or must be re- 
issued, THIS IS NOT ACTUAL REDFMPTION, 

All provisions are for convertibllity, none of 
them are for actual redemption. Asa result the 
treasury may sella thousand millions of bonds 
for gold and permit the conversion of every dol- 
lar of silver and paper currency into gold,and it 
will then have all this silver and paper currency 
to reissue and the entire process to repeat, 
without actually reducing its gold redemption 
liability by a single dollar. Redemption occurs 
only when the obligation is cancelled. 

The laws as they now stand maintain the gold 
liability as a constant factor but are powerless 
to prevent the free gold balance in the treasury 
from being a fluctuating factor. With the free 
gold in the treasury at $86,244,445, the gold 
liability is $12.68 for every dollar of gold in 
hand; with the free gold in the treasury at $50,- 
000,000, the gold liability is $22 for every dollar 


of gold in hand. This is a direct perversion of 
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she requirements necessary to establish or to 
maintain a stable and safe currency. 

Gold is the standard of value in Canada. For 
the gold redemption of its paper currency , I5 
per cent. inthat metal is held. There has been 
no general suspension of specie payment in 
Canada for forty years. There was none in 
1857, when New York banks suspended with $1 
of gold in hand for every three dollars of their 
paper currency in circulation, They were car- 
ried down by the general distrust of all banking 
institutions caused by unsound banking in 
other states. Confidence in the stability of a 
standard of value, and the prompt redemption 
of all coin and paper currency in the standard 
coin, is a fundamental condition of prosperity. 
Prosperity cannot exist where such confidence 
is not warranted by the facts. 


THE GOOD FAITH OF THE PEOPLE AND OF 
THE GOVERNMENT MUST BE AGAIN DEF- 
INITELY AND DECISIVELY PLEDGED TO 
MAINTENANCE OF A GOLD STANDARD OF 
VALUE, 


To the gold redemption of our silver coin and 
paper currency, the good faith of the United 
States government, and through it, the good 
faith and commercial honor of the people of the 
United States was most solemnly and irrevoc- 
ably pledged by act of congress, March 18, 
1869. Upon the unquestioned fulfilment of this 
pledge, a large percentage of the present. value 
of all public and private securities and property 
in the United States is dependent. 
mercial reasons, 


For com- 
if not for honor, for selfish 
reasons, if not for patriotism, the people of this 
country must maintain a gold standard o¢ 
values, let it cost what it may. There 
choice. The cost of a failure todo so will ex- 
ceed the cost of maintaining a gold standard a 
thousand fold. 

The fundamental requirement for the main- 
tenance of a gold standard, is a clear and de- 
cisive declaration from the people, unqualified 
and unclouded by any other consideration, that 
it is their will that it shall be done. When the 
crucial test comes, the doubt as to whether or 
nota decisive majority will demand the main- 


is no 


tenance of a gold standard, or favor the adop- 
tion of a silver standard of values, is the fund- 
amental cause of the loss of gold we have suf- 
fered since the legislation of 1878 and 18go. 
These acts are unwise attempts to appease the 
demands of the corrupt, the misinformed and 
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the uninformed. Stability cannot be secured 
by compromising with error. The loud talk of 
a few who have risen to power by appealing to 
the prejudices, instead ot the honesty and intel- 
ligence of the debtor class, the workingmen and 
the unemployed, and the gains they have made 
by the legislation they have forced upon the 
statute books, is being mistaken for ‘‘the voice 
of the people.” While there is not a sagacious 
financier or economist in the world who doubts 
our ABILITY to maintain a gold standard of val- 
ues, the loudly-repeated demand for ‘‘ more 
money” and the legislation we have permitted, 
in unwise attempts to satisfy the demand, is 
causing close observers everywhere to doubt 
the sincerity of our DISPOSITION to maintain 
such a standard. Inits last analysis the ques- 
tion is one of disposition, not of ability. If, by 
a decisive majority, the people clearly declare 
themselves unalterably determined to maintain 
the gold standard, which I believe they will do 
if the question is rightly placed before them and 
proper opportunity is afforded them,—that fact 
will end the demagogues’ demand in the name 
of the people, for the free coinage of silver and, 
with the disappearance of this demand, all 
doubt as to the STABILITY of our standard of 
value will vanish. When that doubt 
ished, no more bonds will be placed for the 
double reason, gold will not be required, and 
capital can gain larger profits by employing 
labor. This is the open road to more money 
for workingmen. There is no doubt but such a 
decision can be obtained. Our self-interest, 
our honor and our patriotism demand that it 
shall be done. It is our duty to see that there 
is no discrepancy between the requirements of 
our patriotism, our interests and our legal en- 
actments. 


has van- 


THE GOVERNMENT HAS NO MEANS 
TAINING GOLD. 


OF OB- 


There are but two methods by which the gov- 
ernment can obtain geld. Both of them are 
now closed by distrust as to future legislative 
action and the present condition of the currency. 
As a result the government has no means of ob- 
taining gold. 

The law says that all customs due§ shall be 
paid in gold. The practice is to pay them in 
paper Why? Because the govern- 
ment can gain nothing, but one or two days 
time, by requiring holders of paper currency to 
make one or two transactions before reaching 
final redemption in gold coin. By refusing to 


currency, 
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accept its paper currency for customs dues un- 
derthe present redemption laws, the govern- 
mentwould simply make it necessary for the 
holder of paper currency to take it to one coun- 
ter there to be redeemed in gold, and then to 
take the gold to another counter and pay his 
customs dues, 

While, as a question of law, all forms of coin 
and paper currency are not directly redeemable 
in gold, as a question of practical business they 
must be so redeemed. The moment such re- 
demption is refused parity between our dollars 
of gold, our dollars of silver, and our dollars of 
paper will cease to exist and the government 
will be either an acknowledged repudiator, or a 
bankrupt. 

From 1879 to 1892 the gold reserve was rarely 
drawn upon, The public saw no indications of 
a failure to obtain gold for paper on demand 
and therefore preferred to keep the more con- 
venient paper. During this period paper cur- 
rency circulated freely and the government en- 
joyed a large income through the VOLUNTARY 
payment of duties in gold, From October 1891 
to October 1894, the gold reserve was called 
upon to redeem paper currency at an average 
rate of $6,000,000 per month and its gold in- 
come almost entirely disappeared through the 
VOLUNTARY payment of dutiesin paper currency. 
All paper currency redeemed during this time 
has been reissued, so there has been no actual 
redemption, and the volume of currency has 
been increased by an issue of treasury notes of 
1890, aggregating $155,931,000 in payment for 
silver bullion. Of this issue, up to September 30, 
1894, $68,543,138 had been redeemed in gold 
and then reissued. No actual redemption! 

As long as there is a probability that the time 
may come when asilver dollar or a paper dol- 
lar, will not pass as being of equal value with a 
gold dollar, THE FACTOR OF CONVENIENCE will be 
inoperative and the question of GETTING AND 
KEEPING GOOD VALUE will be the paramount con- 
sideration. This is why people pay out silver 
and paper dollars and hoard gold. This explains 
why, under existing conditions, the government 
does not receive gold for customs dues. 


A SUFFICIENT GOLD RESERVE CANNOT BE 
MAINTAINED BY THE SALE OF BONDS 


I am aware that it is a popular opinion that 
the government can obtain all the gold it wants 
by the sale of bonds. Does it ever occur to 
those who hold this opinion with so much satis- 


faction to note the broad difference there is be- 
tween OBTAINING and RETAINING gold? The re- 
sult of the sale of $100,000,000 of bonds in 1894 
will destroy the fallacy of attempting to main- 
tain a necessary gold reserve by the sale of 
bonds. To-day the public is asked to cheer be- 
cause a syndicate has put $58,709,735 into the 
treasury for $50,000,000, 5 years, 5 per cent. 
bonds, which brought the gold reserve up to 
$108,000,000, The public should reflect that to- 
morrow this same syndicate can take $108,000,- 
ooo of United States notes to the treasury and 
demand every dollar of it in gold, but we are 
assured that this syndicate is under MORAL ob- 
ligations not to present currency for redemption 
and by this means get its gold back again. 
Those who urge this consideration acknowledge 
that the credit of the government is dependent 
upon the good will of a few men who have 
agreed not to present the obligations they hold 
for payment. Their agreement cannot bind 
all others. From a thousand sources the obli- 
gations of the government will be presented for 
payment and they must be paid. In doing this 
the government must part with the gold it has 
borrowed. There is no mystery about this, If 
a person owesa gold obligation and borrows 
gold on a new obligation with which to pay the 
first one, and repeats the operation to pay the 
second, and so on continuously, how many 
transactions will he have to make before he can 
retain any of the gold? If he final!y EARNs gold 
enough to pay the obligation and pays it, will 
he have any gold left? 

In February 1894, $50,000,000 of bonds were 
sold to secure gold. Of this amount $16,000,000 
in gold was taken out of the treasury in the 
same month, Within eight months all of the 
$50,000,000 in gold had disappeared from the 
treasury and another $50,000,000 of bonds were 
sold to get more gold. These two bond issues 
add $100,000,000 to the interest-bearing debt 
and give the treasury $100,000,000 in gold or 
paper currency to make up deficiencies in rev- 
enue and enable the government to pay its cur- 
rent obligations. The last $50,000,000 of gold 
borrowed will disappear in one-half the time 
required to withdraw the $50,000,000 covered 
by the first loan. Within four months from the 
date of sale, the free gold in the treasury will 
not exceed,in amount, the free gold held on the 
day bids were invited for the purchase of the 
bonds. 

The policy of issuing bonds to pay current 
expenses,—not te obtain gold fora treasury re- 





18 THE BANKING 


serve, as is popularly supposed—shows that our 
financial disease has reached an acute stage, 
and that heroic remedies must now be employed 
or grave disaster must soon result 

The last call for bids for the purchase of 
bonds was acry of distress,—the last rattle of a 
system of political financiering that is doomed 
to death. Were it not for the fact that this call 
and the manner in which it has been answered 
will intensify the prejudices of the class, to 
pacify which our unwise currency legislation 
was enacted, the placing of this loan might be 
hailed as an indication that the situation must 
soonimprove. The demonstration now so near 
completion, that the government has no means 
of obtaining gold with which to meet its obliga- 
tions, and that its credit can be maintained only 
by the voluntary and patriotic action of its citi- 
zens kindly agreeing not to present for payment 
the obligations they hold, must ferce a reorgan- 
ization of our entire currency and banking sys- 
tem. time. 
the treasury be kept in an apparently solvent 


This will be a work ot How can 


condition during the interval? 


PATRIOTISM AND FINANCE, 

The repeal of the law requiring the purchase 
of silver bullion was the first step necessary to 
avoid further danger of the depreciation of our 
currency, but it is not the only step that must 
betaken. For a time, attention was diverted 
from currency problems by the intervention of 
other questions, These having been disposed 
of for the present, the currency question now 
comes forward and demands settlement. For 
the first time people appear now fully to realize 
that the treasury is on the verge of bankruptcy, 
to which it is irretrievably doomed by the logi- 
cal operation of ourlaws, and from which it can 
be saved only by the patriotism of our financial 
institutions. 

The last issue of bonds advises all the world 
that the treasury is doing business on an insuffi- 
cient revenue and that the attemptto supply the 
country with currency from the treasury, and 
through national banks of issue as now organized 
and to maintain the same at par with gold, is a 
failure. 

When a debtor fails, the creditor fares best 
who can be in atthe death with his demands 
and secures full payment for his claim. The 
only way a catastrophe can be prevented, 
under existing conditions, is to hoard silver 
coin and treasury notes so that they cannot be 
used for the payment of customs dues, nor pre- 
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sented for redemption. In addition to this, 
the banks should furnish all gold required for 
export. In this way time can be gained to per- 
mit congress to enact a few measures for imme- 
diate relief, and to prepare the country for a 
complete reorganization of our currency and 
banking system. 

Valuable as patriotism undoubtedly is as a 
factor in public affairs, confidence in the stabil- 
ity of a standard of value cannot be maintained 
by asentiment. The public service rendered 
by every one who refrains from presenting the 
obligations of the government for payment in 
gold when he has a clear right to do so will be 
ofhigh value. Of far greater value will be his 
services in creating a public opinion that will 
demand that the government shall retire its 
gold obligations and forever go out of the bank- 
ing business. 
industry and 
having public and private credit destroyed by 
political financiering with government credit. 
This danger has existed and has steadily grown 
more and more threatening since the first act of 


This will permanently relieve 


commerce from the danger of 


retrogression forbidding the furthercancellation 
of United States notes. 

Itis the duty of patriotism to protect the 
credit of the government, first by voluntary ac- 
tion, and then by so legislating on currency 
questions as to remove from the sphereof doubt 
all questions as to the stability of the standard 
of value. 
cure a currency that will be safe and sufficient. 


In this way only can the country se- 


A NEW NATIONAL BANKING SYSTEM MUST 


BE ORGANIZED. 


We have boasted that our present national 
banking system is ‘‘the best in the world.” 
Our past prosperity and this boast have pre- 
vented us from seeing its defects. Defects it 
has, which must be clearly pointed out and un- 
derstood before a better system can be devised 
to replace it. 

The present national banking system is found- 
ed upon an economic fallacy. The basis of its 
security is the public debt which tends to grow 
smaller while the business of the country tends 
to grow larger. The whole bonded debt amounts 
to only about one-half the present volume of 
paper currency of which the United States trea: - 
ury supplies about 82 per cent. and national 
banks only about 18 percent. This shows that 
the liquidation of the present national banking 
system is not an important factor in the solu- 
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tion of the currency problem. It shows how 
utterly inadequate this system is to supply all 
the currency needs of the country and to take 
the treasury out of the banking business. It 
shows that the real dependence of the country 
for currency has been, is, and, under existing 
conditions, must continue to be upon the treas- 
ury. The present law relieves national banks 
from all responsibility for maintaining a gold 
standard of values. The banks or individuals 
can take gold out of the treasury by converting 
national bank notes into ‘‘lawtul money” and 
then presenting ‘‘ lawful money” for redemp- 
tion in gold, The law requires that all United 
States notes redeemed shall be paid out again. 
There is no actual redemption and the wheel 
goes round continually, always carrying paper 
The 


only way the government can get gold out of 


into the treasury and gold into the banks. 


the banks is by selling them interest-bearing 


bonds. This shows that the ability of the treas 


ury to redeem all silvercoin and paper currency 
in gold is the only dependence of the country 
for the maintenance of a gold standard of 
values, and this while the treasury has no source 
of gold income and the banks are in touch with 
the commerce of the world. By so changing 
the requirements of the law as to make national 
banks, under a new system designed to com- 
pletely displace the present system, responsible 
for the gold redemption of their own issues, the 
treasury will be relieved from $207,000,000 of 
its gold redemption obligations, 

All of these unsound conditions, be it remem- 
bered, are the result of legislation enacted con- 
trary to advice given by sagacious and experi- 
enced financiers then in the banking business. 
jankers now conditions 
more deeply than others can, because they know 


as others cannot, what unsound currency legis- 


deprecate existing 


lation has cost and is still costing the people of 
For these conditions 
can attach to banks as such. 


this country. no blame 
They are organ- 
ized and are conducting their business as the 
law directs. Any system that is best for the 
people will be acceptable to bankers. 

An unqualified adoption of a gold standard of 
values, and a well considered but radical re- 
organization of our national banking system, 
will remove all doubt as to our DISPOSITION to 


maintain the stability of our currency. 


HOW TO SECURE AN ABUNDANT VOLUME 


OF SOUND CURRENCY, 


Capital is a citizen of the world. By found- 


ing our economic conditions on the requirements 
of natural economic law, not only our own citi- 
the 
world will be inspired with an undoubting con- 
fidence in their stability. 


zens, but all intelligent people throughout 
Then, neither work- 
ing men nor capital will go begging for employ- 
ment. All American workingmen can be em- 
ployed at good wages and all American cap- 
ital can be 


employed at a higher rate of 


wages than 3 percent. There will then be no 
need to sell bonds. The public revenue will be 
sufficient tor all purposes, and a diminishing 
rate of taxation will be possible. 

The capital of the world is subject tothe eom- 
mand of that people who can offer for its use 
The 
security in the world is the absolute certainty 
that both profitand principal will be paid in 


the best profit and the best security. best 


gold and gold values. No people in the: world 
have ability equal to our own to offer this se- 
curity by the unqualified adoption of the gold 
standard as our basis of values. It is the fact 
that our government cannotcontinue to main- 
tain a gold standard of values if our present 
monetary legislation remains in force, and the 
fear that those who appreciate the vital weak- 
ness of our currency system will be unable to ins- 
titute a sound system of American currency and 
banking, that has caused the depletion of the 
free yold in our treasury, created a currency 
famine among those who need more currency, 
and deprived the government of all means of 
obtaining gold These conditions are entirely 
of our own creation. A clear understanding 
why they exist is necessary to the discovery of 
a way toremove them,and to the substitution of 
better conditions in place of them. This can be 
done. 


WHAT A SOUND SYSTEM OF CURRENCY AND 
BANKING WILL DO, 


A sound system of currency and banking will 
retire all government papercurrency and there- 
fore relieve it from all gold redemption obliga- 
tions. This will enable the government to ob- 
tain gold, all it will need, through its commer- 
cial income from customs dues. It will take the 
United States treasury out of the banking busi- 
ness and will supply, through properly organ- 
ized banks of issue, a volumeof currency ample 
for all legitimate needs of industry and com- 
merce at all times, in all sections, and for THE 
REDEMPTION OF WHICH IN GOLD, THE BANK OI 
ISSUE WILL BE RESPONSIBLE. It will relieve the 
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financial aftairs of the country, public and pri- 
vate, from the nightmare of suspension of gold 
payments that has so long kept the country in 
a stateof unrest. It will accomplish this gain 
of incalculable value without increasing the 
public debt, contracting the currency, unsettling 
gold values or incurring risk of future trouble. 
All the gold the banks may require for the pur- 
puses of commerce, or the redemption of their 
own notes, can be obtained in normal course of 
commercial transactions without drawing on 
the treasury for a single dollar. All private ob- 
ligations payable in gold can be paid with gold 
supplied by banks. All gold required by the 
treasury can be obtained by the payment of 
customs dues in gold. All silver coin and sil- 
ver notes can be used for small transactions 
for which no gold is required and from which 
no person can suffer so long as a gold standard 
of values is maintained. A way can be found 
fur the coinage of all silver bullion now owned 
by the government, and to absorb this silver 
coin into the financial system without causing a 
disturbance of gold values, so long as it is cer- 
tain that we shall have no more of it. By doing 
this, the government will be saved from loss on 
the bullion it has bought, it will profit by $55,- 
000,000 of seigniorage, and silver producers 
will be relieved from the liability of the govern- 
ment entering the market asa seller of silver 
bullion, which is one of the factors now depress- 
There is no economic 
there should 
village, town and county in this country, one 
or of which 
will always be at par in gold values, and in suf- 
ficient supply promptly to effect all legitimate 
exchanges of the products of labor desired by 
the people, and this without the use of one dol- 
lar of The people must be 
taught that their prosperity is dependent upon 


ing the price of silver. 


reason why not be, in every 


more banks of issue, the notes 


outside capital. 


the intelligent use of the resources and opportu. 
nities that are their own, not upon the action of 
their government. They must be shown that 
they can so use their own resources as to secure 
all the monetary relief for which they have ever 
asked, and more. Self-help is the countersign 
of economic freedom. When the people find, 
from experience, by the unqualified adoption of 
sound money measures that they can induce the 
incoming of an era of solid prosperity,a decis- 
ive,sound money victory will be won, and a 
gold standard of values will be established be- 
v ond the possibility of doubt as to its stability. 
With the memory ofthe distress of the past, 
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with a knowledge of present conditions, with 
the possibilities of the future clearly in mind, 
the conclusion is inevitable that the attempt to 
supply a safe and elastic currency by issues 
from the United States treasury, and from na- 
tional banks as now organized Is A FAILURE. It 
may be affirmed with equal certainty that there 
is a better way. 


IMMEDIATE LEGISLATIVE RELIEF, 


It is the duty of congress at all times, and es- 
pecially when the treasury is embarrassed for 
want of funds and the public debt is increasing, 
to provide sufficient revenues tor the prompt 
payment ot all obligations. The taxing power 
of congress is unquestioned, the ability of the 
people to pay isample. Experience shows that 
the people can pay sufficient taxes to keep the 
treasury in a position of absolute safety, when 
the currency is on a sound basis and the public 
debt easily 
than they can pay only a portlon of the revenues 
required, when the stability of the standard of 


is being decreased, much more 


value is unsettled by unwise legislation and the 
public debt is increasing. 

The first legislative duty is toincrease income 
both in- 
come and expenses are necessarily matters of 
estimates when legislation providing for the 
same is enacted, the inevitable factor of error 
should be provided for by authorizing the secre- 


without increasing expenses. Since 


tary of the treasury to cover deficiencies by the 
issue, in large denominations, of TEMPORARY 
LOAN CERTIFICATES, bearing a low rate of inter- 
est and payable at his option within one year, 
as was done from 1862 to 1864. This 
able the secretary to manage the financial oper- 
ations of the government as every sound finan- 
cial institution is managed, will tend to prevent 
additions tothe bonded debt, and keep the ob- 
ligations of the government absolutely under 
the control of congress. 

The second legislative duty is to direct the 
secretary of the treasury to redeem United 
States notes and treasury notes of 1890, and for 
this purpose ,toissue INTEREST-BEARING TREASURY 
NOTES, in small denominations, as was done 
from 1861 to 1865, receivable for all public dues 
except customs duties, and redeemable after one 
year from date,.in lawful money,at the option of 
the secretary. This will quickly relieve the 
treasury from its ACTIVE gold redemption liabil- 
ities. The law should require that all United 
states notes, and treasury notes of 1890 be can- 


will en- 
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celled as fast as received atthe treasury. These 
interest-bearing notes should be exchanged for 
United States notes and for treasury certificates 
of 1890, at every postoffice in the United States. 
This will enable every one who can save a little 
money to obtain an interest-bearing United 
States note that will accumulate interest while 
held, and will immediately pass as currency 
whenever needed for use. These interest-bear- 
ing notes wi!l Nor be redeemable in gold, re- 
ceivable for customs dues, nor convertible into 
LAWFUL money except at the option of the sec- 
retary, therefore they can never become a gold 
They can 
be used for the payment of all dues payable to 
By this 
means about $450,000,000 of gold redemption 


redemption liability of the treasury. 
the government EXCEPT customs dues. 


liabilities can be cancelled without resort to a 
permanent bond issue, and without unneces- 


sary expense or delay. 


The third legislative duty is the enactment of 
a joint resolution declaring that the word 
‘*coin ” in the Act of March 18, 1869, solemnly 
pledging the faith of the United States to the 
payment of its debts ‘‘ in coin or its equivalent” 
shall be construed as meaning GOLD COIN, in 
recognition of the fact that at the date of the 
enactment there was no silver coin in existence 
and directing the secretary of the treasury to 
demand gold coin in payment for all customs 
dues, as a means of accumulating gold for the 
purpose of such payments. 

The fourth legislative duty is to authorize 
and provide for the organization of a monetary 
commission to take into consideration the entire 
subject of the currency and banking system, 
state and national, the relations of the treasury 
thereto, and to report a measure to congress, 
within one year, designed to take the United 
states treasury out of the banking business. 


THE CARLISLE AND BALTIMORE PLANS BOTH OBJECTIONABLE. 


A Letter by William H. Rhawn, President of the National Bank of the Republic of Philadelphia, to General 
Henry H. Bingham, member of Congress from the 1st District of Philadelphia, in response to a letter inviting 
criticism of the Carlisle Currency Bill pending in Congress. 


“Tam not sure that I will be able to 
present anything new incriticism of the 
Carlisle bill, to which I have made the 
same general objections that I have to 
the so-called Baltimore plan. Both pro- 
pose to step off of a system of fully se- 
cured bank note circulation, the first to 
one but partially secured, and the latter 
to one almost entirely unsecured. They 
both propose to replace bank notes so 
absolutely secured that they are univer- 
sally taken without question or refer- 
ence to the banks of issue, with bank 
notes that would be more or less tainted 
with doubt and become the objects of 
suspicion and inquiry as to the banks of 
issue and their soundness. They both 
propose to substitute for a circulation 
that circulates at par everywhere, one 
that would only circulate at rates of 
discount varying with the credit of the 


issuing banks and increasing with the 
distance from points of issue. 

It is true that the Baltimore plan pro- 
poses that all banks issuing circulation 
shall practically guarantee the circulat- 
ing notes of each other, and that the 
government shall guarantee the ulti- 
mate redemption of the notes of all in- 
solvent banks; and that the Carlisle bill 
provides for a guarantee fund of 30 per 
centum of the notes issued, and that all 
banks issuing circulation shall make 
good the circulation of all. But this is 
simply providing that the sound banks 
of the country shall become responsible 
for the unsound ones that already exist, 
and the host that would spring up 
everywhere all over the country—a po- 
sition that few sound banks would be 
willing toassume. Besides which there 
would be no profit for sound bankstotake 





22 THE BANKING 


outcirculation tosecure which they would 
be obliged to lock upand lose the use of 
30 per cent. of legal-tender notes, as the 
Carlisle bill provides, and against which 
prudence would require them to carry 
a further reserve of at least 20 per cent. 
morein legal-tender notes and coin. On 
the other hand I see nothing in the Bal- 
timore plan or the Carlisle bill to pre- 
vent the orgafiization of fraudulent 
banks without number for the sole pur- 
pose of issuing circulation for worthless 
bills receivable, and then inevitably 
failing without realizable assets. The 
individual liabitity of the stockholders 
of such banks would likewise be found 
worthless. 

** That part of the Carlisle bill which 
provides for the revival of state banks 
of issue, I have little patience to con- 
sider, the federal 
government can assume any proper con- 
trol over state banks, and donot believe 
that the people will ever consent to re- 
turn to the ante-bellum system of state 
banking, with its unsecured circulation 
after being for a generation educated in 
the use of an absolutely secure national 
bank currency, that not only circulates 
freely at par all over this country, but 
also abroad and in Canada, while the 
notes of the banks of the much-vaunted 


I cannot see how 


Canadian system not only fail to circu- 
late in this country at par, but are at 
more or less discount in their own coun- 


try, according to the distance they hap- 
pen to be from the banks of issue and 
the lack of confidence in them. 

Much is now being said about the 
necessity for an elastic currency, Se- 
curity, however, is of infinitely greater 
importance than elasticity, and it would 
seem that there could be no elasticity 
in an unsecured currency that lacked 
the confidence of the people. A meas- 
ure of elasticity was secured in the 
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monetary panic of 1893 through the 
issue of sixty million of interest-bearing 
loan certificates by the banks of New 
York, Philadelphia and Boston, through 
their respective clearing-house associa- 
tions, and the prompt retirement of 
such certificates as soon as the need for 
them had ceased; but every dollar of 
such certificates 
pledge of 


banks with their clearing houses. 


by the 
the 
The 
prompt issue of such certificates saved 


was secured 
the best securities of 


the country from the worst features of 
the panic, which began to subside with 
The future 
certificates should be fully authorized 


their issue. issue of such 
and provided for by law, Dy proper am- 
endments to the National Bank Act, as 
clearing-house notes. 

If the banks themselves are so careful 
to exact ample security from each other 
for the issue of such certificates intended 
only for temporary circulation among 
themselves through their respective clear- 
ing-houses, does it not show that neither 
they nor the people would willingly 
accept either the unsecured circulation 
of the Baltimore plan or the 30 per cent. 
secured circulation of the Carlisle bill? 

There seems to be no good reason 
why the national banks should not be 
the 
amount of their capital and to the par 
value of their United States bonds de- 
posited in the treasury, and if the issue 


allowed to issue circulation to 


of emergency circulation beyond this 
should become necessary for limited 
periods, it would seem feasible to pro- 
vide for its issue through the agency of 
clearing-house associations, under prop- 
er limitations as to the capital and sur- 
plus of the banks, in limited time and 
amply secured interest-bearing notes, 
for circulation among the banks only, 
which notes might be held by them for 
a limited period as part of their lawful 
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money reserve; which would enable 
them to pay out and thus putin circula- 
tion during an emergency an equal am- 
ount ot other lawful money reserve held 
by them, 


tion should be permitted to issue such 


Each clearing-house associa- 


emergency circulation only upon the 
deposit with it of bills receivable and 
other assets of the banks, with sufficient 
margin, and all the banks composing 
an association should be held responsi- 
ble for the circulation issued by it, with 
the right to full recourse to the securi- 
ties deposited for their protection and 
The in- 


terest upon clearing-house loan certifi- 


reimbursement when required. 


cates has been at the rate of 6 per cent. 
per annum, thus insuring their prompt 
retirement as soon as the necessity for 
their The 
upon the proposed clearing-house notes 
should be quite as much, and their du- 
ration should be limited so as to force 


issue has passed, interest 


their speedy retirement, 


This is but an outline of a simple plan 


that would furnish an emergency circu- 
tion based upon the pledged assets of 
the banks, but confined to the banks, 
and which during the emergency would 
form a part of their reserve, and thus 
enable them to pay out their ordinary 
reserve and thus relieve the pressure of 
temporary monetary stringency, after 
which such notes would be rapidly re. 
tired. 

From the brief examination that I 


have been able to give it, the substitute 
bill offered by Mr. Sperry is infinitely 
preferable to the Carlisle bill, as it pro- 
the relief of the treasury 
through the gradual permanent retire- 
ment of the legal tenders and treasury 


vides for 


notes, and for the restoration and main- 
tenance of the gold reserve of the treas- 
ury, and affords a proper basis for the 
extension of the present national bank- 
ing system with its secured circula- 
tion. 

Its passage would relieve the country 
from the nightmare of a threatened del- 
uge of unsecured national and state 
circulation, the value of which would be 
as varied as the laws of the nation and 
states under which it was issued, and 
the uncertain credit of the thousands of 
banks of doubtful issue that would spring 
up like mushrooms throughout the leugth 
and breadth of the land. It is a question 
whether wise statesmanship would not 
find that the existing situation could 
be relieved by the proper adjustment of 
expenses to revenue, or revenue to ex- 
penses, rather than by any adjustment 
of the currency question at present; and 
if an agreement upon sound currency 
measures cannot be reached at this ses- 
sion of congress, it would seem far bet- 
ter that the monetary question should 
be referred to a proper commission thar 
that financial chaos should be 
by the enactment of unsound currency 
laws at this time.” 


invited 
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BANKING AND CURRENCY REFORM. 


—_— —— 


An old Kaffir proverb says, ‘‘ He who 
will not profit by the experience of the 
past, gets knowledge when 
overtakes him.” 


trouble 


Before plunging the best land on 
earth into a chaos of uncertainty on 
banking and currency reform, 
take a retrospective glance into the 
record of the past thirty or forty years. 

First let us compare the results of 
failures and losses to depositors in na- 
tional and otherbanks. In comptroller 
Eckels’ report for 1893, page 14, he 
gives the suspensions and resumptions 
for one year in case of national banks, 
and for eight months for other banks as 
follows: 


let us 


Suspensions, Resumptions, Per Cent. 
Resumed. 
54 4-10 
25 6-10 
21 3-10 


Nat. Banks, 158 86 
State *‘ 172 44 
Savings bks. 47 10 
Loan & T, 
Companies, 19 2 10 5-10 
Private bks.177 23 13 

As the comptroller does not give stat- 
istics as to the losses to depositors, 
probably on account of the date being 
too close to the dates of suspension, I 
respectfully call the reader's attention to 
the North American Review of February 
1892, page 151, wherein Comptroller 
Lacey in discussing an article on the 
subject, ‘‘Can our National Banks be 
Made Safer,” says: 

** Since 1863, 164 national banks failed 
With aggregate liabilities of $57,792,028 
Dividends paid and estimate 

tO Gate..cccccccce ceos,s 42,332,048 


Leaving net loss to deposit- 
$15,459,980 


in the past twenty-nine years, the aver- 
age dividends paid being the very cred- 
itable sum of 74 17-100 per cent. on the 
dollar.” 

Further, ‘‘ In considering the security 
of national banks as compared with 
others, we are embarrassed by the fact 
that official data are not accessible as to 
banks other than national. The report 
of Comptroller Knox for 1879, however, 
contains statistics from partly official 
sources showing the failures of 210 state 
banks during the three years ending 
January 1, 1879, having 
$88,440,028, with losses to creditors of 
$32,616,661, or an average loss of $10,- 
872,229 for each of the three years. 
Bradstreet’s agency furnishes a list of 


liabilities of 


117 institutions consisting of bankers, 
brokers, savings banks, trust companies 
and banks other than national, which 
have failed during the year ended June 
30, 1891, representing losses to creditors 
of $17,477,419, an amount in excess of 
the total losses of all the banks of the 
national system for twenty-nine years,” 

With these facts before us, is it not a 
fair conclusion to say that the unfortu- 
nate depositors have lost in other than 
national banks in the past thirty vears 
the appalling sum of upwards of two 
hundred million of dollars, as against 
less than twenty miliions of dollars loss 
to depositors in national banks in the 
same period of time, although the latter 
have carried about one-third of the total 
deposits? 

One cause of these calamitous results 
may be shown by a single illustration. 
I will cite the case of the First National 
Bank of Green Bay, Wisconsin. 
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In 1877 the $50,000 capital of this 
bank was impaired in the sum of $ro,- 
The United States bank examiner 
reported the fact to the comptroller of 
the currency, and he notified the board 
of directors that such impairment must 


ooo, 


be made good or areceiver would be ap- 
The directors chose a volun- 
that time the 
bank could have paid off in full its de- 


pointed. 
tary liquidation, At 
positors, and also eighty cents on the 
dollar to its stockholders. 

Strong’s Bank succeeded to the busi- 
In 1884 it failed, paying its de- 
positors but 20% per cent on $287,760 
of deposits. 


ness. 


This illustration is only a 
sample of scores of wrecks strewn from 
Maine to California in the past thirty 
years, clearly the result of lax state 
banking laws, 

But I hear a whisper that national 
banks occasionally go wrong, as in the 
case of the Fidelity of Cincinnati and 
the Maverick of Boston; but such in- 
stances are very rare in a comparative 
sense. Absolute perfection cannot be 
obtained under any system. 

Now let us consider currency reform. 
No man of ordinary intelligence will for 
a moment say that state bank currency 
in the past has any standing as to merit 
for soundness as compared with nation- 
al bank notes; for ‘‘no man ever lost a 
dollar by a national bank note,” and 
nearly every man in the country lost 
dollars, and thousands lost sleep in the 
possession over night of ‘** wildcat” cur- 
rency, the fact that 
state-bank issues were secured by de- 
posits of various kinds of bonds. A\l- 


notwithstanding 


though it is a fact that banking is con- 
ducted on a better basis in most of the 
states than at that period, yet is it con- 
ceivable that the Baltimore or any other 
plan for the issue of currency, not se- 
cured by a deposit of bonds of undoubt- 


ed soundness can run the gauntlet of a 
panic without bringing broadcast ruin 
throughout the land? I contend it can- 
not. 

Some defenders of the proposed sys- 
tem of currency reform say that the 
currency issued by national banks is a 
first lien upon the assets of the bank 
and therefore is of the same nature as 
the proposed system. 
this view. 

Under the national system, after all 
the outstanding circulation is redeemed 
from the proceeds of the sale of bonds 
held to secure such circulation, there is 
a generous margin left in the hands of 
the government for the benefit of cred- 
itors; while under any of the new plans 
exactly the reverse isthe case, Not only 
will there be no balance, but the bank's 
home assets must be taken to redeem in 


I disagree with 


full the outstanding currency before 
This fact 
distrust in 


any creditor gets a dollar. 
will inevitably breed 
minds of the depositors, 


the 
and distrust 
breeds panic. 

Many adverse criticisms have been 
hurled at the national banks by their 
enemies, because they are allowed to 
issue notes absolutely secured by a de- 
posit of bonds, and now these same 
philosophers advocate giving banks 45 
per cent. and upwards of their capital 
stock, in circulation without any security 
whatever. What consistent logic! 

The advocates of the Baltimore plan 
quoting the 
success of the Canadian currency sys- 


especially, are fond of 
tem, but is this system fairly to be com- 
pared with that of the United States? 
The Canadian banks are mostly large 
with many branches and are simply 
backed with British capital, while those 
of this country are comparatively small, 
independent institutions. Even there, 
while the currency may have been re- 
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deemed in full in case of failure, yet ex- 
perience has shown it was to the disad- 
vantage of depositors. 





A. J. 


The Columbian Biographical Dictionary and Por- 
trait Gallery of the Representative Men of the United 
States (Wisconsin volume about to be published) will 
say in substance: Andrew J.Frameis of Scotch parent- 
age but wasborn February ioth, 1844 in Waukesha 
Wisconsin. His father died when he was but ten 
months old, and in youth he was cared for,—including 
a brother two years old —by a good prudent mother. 
He received acommon school education graduating 
at the age of 17 with the highest honors 

On May 2d, 1862 he was engaged as office boy in the 
Waukesha County Bank.—The Waukesha National 
Bank succeeding it in 1865.—He soon rose through the 
position of bookkeeper and teller tothe cashiership in 
1865 at the age of 21 years. After15 years of success- 
ful service in this capacity he succeeded the Hon. 
William Blair, deceased, as president, which position 
he has held ever since. 

One secret of success he undoubtedly understands, 
and that is “that a man wiust live within his income.” 
For the first eight months of his office boy days he re- 
ceived $100 for services; but $40 was spent for expenses 
and $6owas saved as surplus capital. The bank which in 
1865 was a hundred thousand dollar one is now a mill- 
ion dollar bank, largely due to his eternal vigilance, 
sobriety, conservatism, close application, far reaching 
thought, vigorous wiil, natural tact and never failing 
perseverance. He is not only a practical banker, but 
a close student of finance and political economy, and 
is familiar with the most eminent authorities in those 
branches. Public spirited but conservative in all 
things, he is a thoroughly self-made man. The Wau- 
kesha National Bank may almost be said to be a part 
of his individuality, and ever true to trusts imposed 
upon him, he has had the heart to resolve, the under- 
standing to direct, and the hand to execute all his 
undertakings 


FRAMF. 
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Two of the principal features neces- 
sary to a sound banking system are un- 
questioned integrity of the currency, 
and a maximum of security to deposit- 
The foregoing facts prove that no 
scheme of banking ever devised can 
compare with our present national sys- 
tem in these two essentials. Cannot this 
system be perpetuated and a true cur- 
rency reform accomplished by retiring 
the government notes and transferring 
the burden of coin redemption to the 
banks? 


manner, 


ors, 


I believe it can in the following 


1. Let the government refund all out- 
standing bonds into Jong time consolid- 
ated 3 per cent. bonds, 

2. Allow the banks to issue currency 
for the face value of bonds deposited to 
the extent of paid up capital stock. 

3. Abolish the 1 per cent. tax on cir- 
culation, and charge only for actual ex- 
penses. 

4. For an emergency circulation allow 
any bank to take out 20 per cent. ad- 
ditionai on a deposit of 3 per cent. 
bonds, the same to be retired within a 
limited time under penalty. 
the issue 


5. Legalize of clearing- 


house certificates in cities with a popu- 
lation of 250,000 or over, allowing the 
banks holding them to count them asa 
part of their legal reserve, say to the 
extent of 25 per. cent, 


6. Retire and cancel, first, the legal- 


tender notes and then thetreasury notes 
of 1890 as follows: Assoonas $10,000,- 
bank circulation is 
taken out in excess of the amount now 


ooo of additional 


outstanding, the secretary of the treas- 
ury shall sell $10,000,000 of 3 per cent. 
bonds and shall retire an equal amount 
of such notes, but not to exceed $10,- 
000,000 per month. As often as $50,- 
000,000 shall have been retired, the sec- 
retary shall retire $10,000,000 additional 
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with gold taken from the reserve re- 
quired to be kept by the government. 
At the end of six similar operations the 
war measure greenbacks would be en- 
tirely wiped out, 
amounting to -$346,681,016 
also 1890 notesamounting to 13,318,984 


Making a total of 
Substituting therefor, 


360,000,900 


Additional bank notes of. .$300,000,000 
Gold paid out from reserve 


fund 60,000,000 


Total $360,000, 000 
This will leave outstanding of treas- 
ury notes of 1890, the sum of $138, 290,- 
283, with $40,000,000 of gold reserve 
Then retire the 


balance of these treasury notes by coin- 
ing silver dollars from the bullion pur- 


still in the treasury. 


chased under the Sherman act and issue 
silver certificates for them, 
To the amount of $ 98,290,283 
Also retire with the gold re- 

serve balance on hand... 40,000,000 
Thus retiring the 1890 treas- 

ury notes in full for... ..$138,290, 283 
and divorcing the government from the 
of the 


bullion in the hands of the government, 


banking business, The balance 
not coined, to be held to partially cover 
the depreciation of the coinin the silver 
dollar. 

7. Require the banks under the pres- 
ent process of redemption to do so 
either in legal tenders of the United 
States or gold coin or its equivalent, 
gold certificates, until all legal tenders 
are retired, then in gold coin or certifi- 
cates only. 

8. Allow all banks of issue to hold 
25 per cent of their required reserve in 
national bank notes, as they are better 


than government bonds, having the 


bank’s responsibility in addition, and the 
$100,000, 000 of gold coin paid out from 
the treasury reserve might not fill the 
reasonable requirements as to reserves in 
view of the cancellation of about $400,- 
000,000 legal-tender money which, 
under present conditions, can be held 
as reserve, 

g. Authorize the secretary of the 
treasury to sell consolidated, long-time 
3 per cent. bonds to cover declining 
revenues 


under conditions or 


the 


panic 


whenever necessary to 


maintain 
credit of the government. 

10. Require 33 1-3 percent. of custom 
duties to be paid in gold coin or equiv- 
alent, which will amply cover all re- 
quirements. 

11. Gold certificates to be issued by 
sub-treasurers on deposits of gold coin 
in any amounts, in order to save incon- 
venience to the public and abrasion. 

12. Adjust the revenues of the gov- 
ernment, so that they will not create a 
surplus, thus leaving a bonded debt of 
about one thousand millions of dollars 
at a low rate of interest, instead of tak- 
ing the money from the pockets of the 
people. If ‘‘a national debt is 
tional blessing” in that it helps cement 
the interests of the people 


a na- 


together, 
surely this will do as it gives us a foun- 
dation for maintaining an unquestioned 
currency, which is of common interest 
to us all, 

13. Congress should pass courteous 
resolutions and mail to each of the gov- 
ernors of the states, asking that recom- 
mendation be made to the legislatures 
to pass laws governing the banking 
business on lines approximating those 
of the national banking system for 
savings banks, trust companies, etc. re- 
ceiving deposits, under some other safe 
system; and all subject to annual in- 


spection, supervision, etc., by the proper 
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department in each state. Rotten banks 
will oppose this, but sound ones will be 
strengthened by the process. 

I believe if these recommendations 
were adopted, we should move slowly 
and with slight friction from a condition 
of distrust to one of confidence and 
returning prosperity and without con- 
traction or expansion; the interests of 
depositors in banks for the enormous 
sum of over $4,500,000,000 will not be 
sacrificed for the benefit of holders of 
bank notes. 

The problem of “elasticity” like equal 
taxation which has puzzled the political 
economists for a solution, from Adam 
Smith to the present time, will be as 
nearly solved as under any of the pro- 
posed currency reform plans; the de- 
positors will revel in the luxury of large 
dividends to creditors and less frequent 
failures of banks; the whole people will 
see fewer financial cyclones and there- 
fore enjoy more constant employment; 
gold will naturally fill the channels of 
trade, as it always does in a rich coun- 
try, “ provided no impolitic act of legis- 
lation interferes to force it out of circu- 
lation,” 


The panic of 1893 which brought us 
so much distress is the price paid by a 
generous people to placate the demands 
of our western silver-producing states, 
and in response to the demands of “the 
people’ for “‘more money;” this com- 
plaint has afflicted all ages, and when it 
reaches an acute stage, the warnings of 
our best statesmen and financ’ers go un- 
heeded and panic with its train of evils 
is the result. 

Before the panic of 1893 the Gresham 
law was trampled under foot and $70,- 
000,ocooof the yellow metal left our cof- 
fers for those of other countries from 
January Ist to June rst. 

Is not the handwriting of a lack of 
confidence in the integrity of our inten- 
tions on the currency question still upon 
the wall? Is gold not still leaving our 
shores because of this lack of confidence? 

A weighty responsibility rests upon 
our statesmen to make no mistake on 
this momentous question, for ‘‘ He who 
will not profit by the experience of the 
past, ‘gets knowledge when trouble over- 
takes him.” 

A. J. FRAME 

Wavukesna, Wis,, Jan. 1, 1895. 


FIRST SETTLE THE STANDARD OF VALUE. 


Andrew Carnegie’s opinion briefly expressed in the ‘Iron Trade Review.”’ 


‘*To the Editor of the Iron Trade Re- 
view: It seems to me that 1895 is going 
to be a better year for the iron and steel 
trade than its predecessor, now slowly 
dying; how it could be worse it is diffi- 
cult to conjecture. 

But the sword of Damécles hangs over 
every phase of business in the United 
States. Thatsword is of silver. Until 
the country plants itself firmly and for- 
ever upon the platform of money of the 
highest standard of value, no forecast is 
worth much, We never can have perman- 
ent and genuine prosperity without first 
settling the standard of value. At pres- 
ent capital,not only at home, but through- 
out the world is alarmed. No prudent 


investor abroad will place his capital 
here, and numbers are quietly withdraw- 
ing it. This was to have been expected 
and is only natural. When one act of 
congress or the failure to pass an act, 
may reduce the value of every dollar in- 
vested by one half, it is in vain we seek 
prosperity. 

My friend, Edward Atkinson, has just 
called and I have read this to him. He 
concurs fully and says. ‘All the material 
conditions of this country are conducive 
to aperiod of great prosperity, never 
greater; nothing stands in the way but 
the threat of the degradation of the 
standard of value,’ 

ANDREW CARNEGIE,” 





LEGAL DECISIONS. 


BANKING LAW. 


4 gg department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences they disclose are likewise worthy the careful attention and study of the merchant 


the depositor, and the bank student seeking advancement. Furtherinformation regarding any case published 
herein, will be furnished on application. 


THE RULE OF DILIGENCE IN PRESENTING DISTANT CHECKS FOR 
PAYMENT. 


Circuitous Collection Routes, where they exceed the Time Fixed by Law, Bar Recourse upon 
Indorsers. 
(Important Consequences to Bankers pointed out in Editorial Notes following, case.) 


Gifford v. Hardell, Supreme Court of Wisconsin, November 13, 1894. 


Checks on Milwaukee were indorsed and delivered at Dousman, Wis., on July 17, 1893, whence they were 
mailed to New Richmond, Wis.; thence to Chicago; thence to Milwaukee; being presented to the drawee July 
t, and payment refused, the latter having suspended atthe close of business July 2oth. If the checks had 
been presented July 20th they would have been paid. 
Held. The indorser at Dousman was discharged, the sending by way of Chicago resulting in presentment 
ter than the time at which they should have been presented in the exercise of due diligence as fixed by the 
ule of law for the presentment of distant checks. That rule is as follows, being equally applicable between in- 
iorsee and indorser, as between payee and drawer:—Where the payee receives the check from the drawer ina 
place distant from the place where the bank on which it is drawn 1s located, it will be sufficient for uim to for- 
ward it by post to some person at the latter place on the next secular day after it is received andthen it will be 
ient for the person to whom it is thus forwarded to present it for payment on the day after it has reached 
y jue course of mail. 


4 


New Rich- 


mond, Wis. 


July 18, 1893, 

checks received 
nd mailed to 
Chicago. 


Milwaukee. 


Wis. 


} 
Dousman, | 
| 

} 


July 17, 1893, July21,presented 
checks on Mil- too late; Dous- 
waukee indorsed man indorser dis 
and delivered. charged. 


oe 


Chicago. 


} 
| 
| 


Appeal from Waukesha county court; Judgment for defendant, and plaintiff 
M. S. Griswold, Judge. appeals. Affirmed. 

Action by J. A. Gifford against A. G. This action was brought to recover 
Hardell to recover on certain checks. against the defendant, as indorser, the 
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amount of four checks drawn on the 
Commercial Bank of Milwaukee by one 
Musselman, in favor of divers persons, 
and which had been indorsed to the de- 
fendant, who on the 17 of July, 1893, 
sold and indorsed them to the plaintiff. 
They were indorsed and delivered to 
the plaintiff's father, at Dousman, 
Waukesha county, Wis,, who at once 
mailed them to the plaintiff, at New 
Richmond, Wis. 


presented for payment until the 21st of 


The checks were not 


July, when the Commercial Bank had 
failed, and were protested for nonpay- 
ment. The only question was whether 
the plaintiff, or his agent, the Manufac- 
turers’ Bank of New Richmond, Wis., 
of the 
checks, used due diligence in presenting 


which undertook the collection 


them for payment. They were for- 
warded to the plaintiff, at New Rich- 
mond, by his father, on the day they 
were indorsed, and received by him, by 
due course of mail, July 18, at 5 o'clock 
p. m., and were at once delivered to said 
Bank 
It immediately inclosed and mailed the 
checks bank 


Chicago for collection, according to its 


Manufacturers’ for collection. 


to its correspondent in 


usual custom, having no regular bank 


correspondent in Milwaukee. They 


were received and forwarded by the 
National Bank of 


Illinois, of Chicago, 
to Milwaukee, Wis., 


but were 
for until the of 
The Bank Mil- 


waukee, upon which they were drawn, 


not pre- 


sented payment 21st 


July, Commercial of 


failed, closing its doors at the usual 


hour on the 20 of July. There wasa 
Richmond 
to Milwaukee, and thence to Chicago, 
latter 


south of Milwaukee. 


direct mail route from New 


the miles 


city being about 85 
The evening mail 
of the 18th of July at this time left New 
Richmoad at p. 


nave reached Milwaukee at 11 o'clock in 


S:41 m., and would 
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the forenoon of the I9th, and Chicago 
about 1 o’clock of the same day; and 
the checks arriving at Milwaukee, as 
above stated, could have been presented 
for payment at 1o o'clock in the morn- 
ing of the 2oth, while the bank on which 
they were drawn was honoring its checks. 
The court held that sending them by 
way of Chicago for collection was not 
the use of reasonable diligence in pre- 
senting them for payment, and directed 
a verdict for the defendant, and from a 
judgment thereon in favor of the de- 
fendant the plaintiff appealed. 

Pinney, J. (after stating the facts). 
The same rules which exist 
the 


in relation 


to necessity of presentment and 
notice, in order to charge the indorser 
of bills of exchange in general, apply as 
A check 
on a bank is presumed to be drawn 


well to an indorser of a check. 


against deposited funds, and, unlike a 


bill of exchange, which need not be 
drawn ona deposit, is generally designed 
for immediate payment, and not for cir- 
culation. For this reason it is of greater 
importance than in the case of a bill that 
a check shall be promptly presented, and 
the drawer notified of nonpayment, so 
that he mav speedily inquire into the 
of take 


measures to secure his funds, deposited 


cause refusal, and prompt 


in the bank. Theindorsers of bilis and 
of checks stand on the same footing in 
reference to the effect of delay or faiiure 
in making presentment, or giving notice 
of nonpayment, and are absolutely and 
entirely discharged if presentment be 
mot made within a reasonable time; and 
this rule applies as between an indorser 
and indorsee, as in the presentcase. It 
is plain from the facts that, if the bank 
at New Richmond had forwarded the 
checks direct to Milwaukee for collec- 
tion, they would have been received, at 
the furthest, in time for presentation and 
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payment on the 2oth of July, and while 
the bank on which they weredrawn was 
transacting its usual business; and it ap- 
pears that it had ample funds of the 
drawer, with which to have paid 
them. 

The period of reasonable time for pres 
entation, as between the plaintiff and 
the defendant, as indorser, undoubtedly 
began when the checks were delivered 
to the plaintiff's father for him, at Dous- 
man, Waukesha county, Wis., on the 
17th of July. Daniel, Neg. Inst. §§ 1586, 
1587, and cases in notes, The drawer 
of a check cannot rightfully withdraw 
his funds necessary for the payment of 
and it 


would be unjust to hold that, however 


it upon proper presentation, 
long the holder might permit the fund 
to remain, it should be at the drawer’s 
risk. Hence, the check must be pre 
sented within a reasonable time, or the 
the 


fund is at the risk of the holder, if he 


indorser will be discharged, and 


permits the deposit to remain. No trans- 
or series of transfers, can prolong 
risk 


yond this period, though each party is 


of the drawer or indorser be 
allowed the same period, as between 
himself and his immediate predecessor, 
that the payee had, as between himself 
and the drawer; for no transferee can 
stand on any better footing than his 
transferrer, in respect to the time within 
which the check must be presented in 
yrder to render the drawer’s or previous 


indorser’s liability absolute in the event 


RISKS AND RESPONSIBILITIES OF 


ITEMS BY CIRC 


The editor of the BANKING Law Jour- 
NAL had the honor, in October 1893, to 


deliver an address upon this subject at 


the annual convention of the American 
Bankers’ Association held at Chicago, 
He there pointed out the risks and 


3r 


of the failure of the bank. Daniel. Neg. 
Inst. § 1595, and cases in note. The 
rule of diligence, as between indorsee 
and indorser, is the same as between 
payee and drawer. This requires, in 
sgeneral, that, where the payee receives 
the check from the drawer in a place 
distant from the place where the bank 
on which it is drawn is located, it will 
be sufficient for him to forward it by 
post to some person at the latter place 
on the next secular day after it is re- 
ceived, and then it will be sufficient for 
the person to whom it is thus forwarded 
to present it for payment on the day 
after it has reached him by due course 
of mail. When the defendant delivered 
the checks, properly indorsed, at Dous- 
man, Wis., on the 17th of July, he hada 
right to assume and expect that the plain- 
tiff,or his father, would present them 
for payment within a reasonable time, 
and they took the risk of making such 
presentment, Instead, they were sent 
several hundred miles to the northwest 
of Milwaukee, to New Richmond, and 
then back, through Milwaukee, to Chi- 
to Mil- 


waukee for payment on the 21st, as be- 


cago, and were then returned 


fore stated. It is clear that they were 


not presented for payment within a 
reasonable time after indorsement and 
delivery by the defendant, and the judg- 
ment of the county court was therefore 
correct. Bank v. Miller (Neb.) 55 N. 
W. 1064, and 


ment of the county court is affirmed. 


cases cited. 


The judg- 


BANKS IN SENDING COLLECTION 
UITOUS ROUTES, 


dangers, from a legal standpoint, of 
circuitous collection methods, and en- 
deavored to emphasize the following 
propositions as, sustained by legal de- 
cisions : 

1, ‘* Where 


the holder receives a 
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check payable at a distant place he is 
required to forward it, by post or ex- 
press, to the place of payment at latest 
on next secular day after it is received; 
and the agent to whom it is thus for- 
warded has until the close of the follow- 
ing day, in which to present for pay-* 
ment. Reduced to figures, the law gives 
one day’s grace at place of receipt, one 
day’s grace at place of payment, plus 
the actual of direct transit, in 
which to present the check and hold 
the indorsers who 
liable. Presentment after that period 
is too late to hold in the 
special circumstances of 


time 


are contingently 
indorsers 
absence of 
excuse.’ 

2. That the decisions regulating the 
time of presentment contemplate direct 


roundabout 


and will not countenance 
routes of transmission; and even though 
the latter are customary with banks the 
courts will not recognize the rounda- 


bout system as extending the time of 


presentment, or in prolongation of the 
contingent liability of parties to the in- 
strument, 


are two relations in 
loss or 


3. That there 
which a_ bank suffer 
incur liability if its roundabout methods 
of presentment result in arrival at des- 
tination after the prescribed period, 
and the check is dishonored, namely, 
(1) as owner, where the check has been 
taken on deposit as cash, and its de- 


may 


positor, holding the relation of indorser, 
is discharged by the delay; (2) as agent 
for collection, where the check 1s taken 
for collection, and the bank, in failing 
to obey the legal rules of presentment, 
is liable to its depositor for negligence. 


The points thus made are given in- 
creased emphasis by the.decision of the 
Wisconsin supreme court, published 
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above. Bankers, in general, fail to 
realize the full import and gravity of 
such decisions, and the menace to their 
business thereby conveyed, is unheeded. 
Take Wisconsin as an illustration. What 
is the meaning and effect of the decision 
just rendered upon existing business 
practices? Some 335 banksand bankers 
in the state daily receive on deposit and 
for collection checks and drafts on other 
banks, 
every state in the Union, 


not only in Wisconsin, but in 
These de- 
sometimes 


pository banks have 


three regular correspondents in those 


two, 


principal cities with which they most 
largely deal. 
pondent banks in New York and Chi- 
cago; others, New York, Chicago and 
Milwaukee; others, New York, Chicago 
and St. Paul; others, Chicago and Mil- 
waukee; and various other combinations 


Some have their corres- 


of correspondents for particular banks 
in Wisconsin will be seen by examina- 
tion of any recent bankers’ directory. 
Upon deposit of checks drawn upon 
other banks at a distance the practice 
may, in isolated cases, be to send direct 
to the place of payment, but 
largely, we believe, the procedure is to 


more 


send to the nearest regular bank corres- 
pondent, and this correspondent will, in 
turn, forward either direct, or to some 
correspondent more or less removed. 
Without attempting a detailed exposit- 
ion of roundabout check collection 
courses—all bankers are familiar with 
the phenomena—the fact we desire to 
make prominent is that under the exist- 
ing practices of banks in Wisconsin, as 
elsewhere, the check frequently arrives 
at its ultimate destination later than the 
legal ‘‘due diligence” period fixed by 
the decisions for its presentment— that 
is, the time of direct transit by mail, 
plus two days, one at each end. If the 
check is paid, well and good. If not, 
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then whatever loss results will very 
likely fall upon the banker, who, if 
owner, has discharged the ‘‘indorser- 
depositor;”’ if agent for collection, is 
liable to him for negligence in failing 
to get the check to its destination in 
time required by law. 


The then, to which 
bankers must be forced, not only in 


Wisconsin but in 


conclusion, 


other states where 
similar decisions have been rendered, is 
that the roundabout collection system imposes 
upon them the risk of loss, wherever the 
check arrives at its destination later than the 
legal period for presentment, and the drawee 
bank has failed, or the drawer has with- 
draw the fund, between the date of legal and 
of actual presentment. Here is asituation 
calling for remedy. The rules of law 
are out of gear with modern collection 
Are 
quated and unfit for latter-day necessi- 
modern 


violation of sound business principles, 


practices, the rules of law anti- 


ties, or are the practices a 
or should there be a little bending and 
both 


street did make 


blending on sides? Lombard 


law for Westminster 
Hall, and sooner or later the decisions 
of the courts are bound to conform to 
the practices of commerce, so far as 
such practices are necessary and proper, 

The law excludes a check from the 
category of circulating media—‘‘it is 
designed for immediate payment and 
its rules of 
in presentment are framed 
on that theory. Commerce, on the 
other hand, often welcomes the check, 
although uncertified, as a limited cir- 
culating medium; for a single check is 
often used to pay several debts between 
successive indorsees, To a certain ex- 
tent the drawer, payee, and indorsee 
sanction this use, for their employment 


for circulation ’’—and 


diligence 


not 


of the word ‘‘order” is an authorization 
to circulate. Yet itis a circulation at 
the risk of subsequent takers who, in 
case of default, have not used due dili- 
gence in presentment and cannot hold 
those of the prior parties whose indorse- 
ments ante-date the legal period in 
which, as to them, the check should 
have been presented, Is there necessity 
for modification of the rules of law in 
this particular to admit of safe, limited, 
circulation of bank checks, or should 
the practice be discountenanced, and 
remain at the risk of those who partici- 
pate in it? This is a pertinent question 
for the discussion of bankers, in aid of 
Upon this point, if the 
reader will refer to the decision published 
in the December 1894 Journal at page 


a correct rule. 


324, he will see that in the states of Cali- 


fornia and the Dakotas the following 


statutory provision is in force. 


“Ifa bill of exchange, payable at sight, or on de- 
mand, without interest, is not duly presented for 
payment within ten days after the time in which it 
could, with reasonable diligence, be transmitted to 
the proper place for such presentment, the drawer 
and indorsers are exonerated, unless such present- 
ment is excused.” 

In the case decided, checks drawn in 
South Dakota on a Chicago bank were 
presented the ninth day after issue, and 
not paid by reason of the failure of the 
The supreme court ot South 
Dakota said that vy therules of the law 
merchant, the drawer would have been 
discharged (to the extent of the loss) 
but the statute quoted substituted a new 
rule of diligence for that of the law 
merchant; its effect being to allow the 
holder ten days beyond the time in 
which the check could, with reasonable 
diligence, be transmitted to the proper 
place for presentment, to present the 
same for payment. In these states, 
therefore, we see a statutory enlarge- 
ment of the common-law time for pre- 


drawee, 
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sentment, which would favor the limited 
circulation theory, 


Then as to the method of transmit- 
ting a distant check for presentment, 
The law contemplates a direct route to 
an agent at the place of payment. Ex- 
isting practices, we believe, embrace both 
direct and roundabout courses and when 
direct, frequently to the drawee, without 
any intervening agent. The law stamps 
upon the habit of sending to drawee 
direct, the imprint of negligence, adding 
another element of risk to the bank 
who follows sucha course. Here, then, 
are other matters of conflict between 
law and practice, making appropriate 
for discussion the questions: How 
far is the rule of law requiring direct 
transmission to agent at place of pay- 
ment, unsuited to 
modern business ? 
other hand, are check 
courses of transit at variance with 


the necessities of 
How far, on the 
roundabout 
cor- 
Sending direct 
to drawee being legally improper, are 
there any necessities of business which 
justify such a course? What should 


the correct rule be in governance of the 


rect business practices ? 


collection of distant checks, to which 
the law, as well as practice, should be 
adapted? 

The discussion by bankers of all these 
matters should be diligently prosecuted. 
It isinvited in these columns. The con- 
flicting laws and practices in matter of 
distant check presentment will be made 
the series on 
“Varying State Laws” and it is earnestly 
desired that conclusions be 
formed as to ‘‘what should be.”’ The 
views of experienced bankers will aid to 


the subject of one of 


correct 


this end. As it is now, we see practices 
of banking entirely at variance with de- 
cisions of cuurts, and under great risks 
Either the law, or 
the practice, should be changed. Until 
this harmony of law with practice is at- 
tained, bankers who find it necessary to 


for that reason. 


continue roundabout, delayed, courses 
of check transit should, whenever dis- 
tant checks are received for collection, 
contract with their depositors that the 
ordinary methods of collection may be 
employed by them, and that the bank 
will not be responsible for losses there- 
Where title to paper is taken 
on deposit, the risk, of course, is borne 
by the bank. 


under. 


COLLECTION BY INSOLVENT BANK. 


A bank who collects a draft and remits its own draft in payment, becomes at once a debtor 
for the amount, not a trustee, and the creditor cannot establish a trust fund in its assets, upon 


its insolvency. 


Bowman v. First National Bank of Spokane, Supreme Court of Washington, 
October 22, 1894. 


On July 11, 1893, Bowman, Warne 
& Stewart sent to the First National 
Bank of Spokane, Wash. for collection 
and remittance, a draft on P. Larson 
& Co. for $946, which was collected by 
the bank on July 22. Bowman, W. &S. 


had no account with the First National 
Bank of Spokane. That bank after 
collecting the money, issued its draft 
on the American Exchange National 
Bank of New York city, payable to 
Bowman, W. & S. for theamount of the 
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collection, less its charges, which was 
duly mailed, but before it reached them, 
the First National Bank of Spokane 
Thereafter, Bowman, W. 
& S. presented the draft, but payment 


suspended. 
was refused. The action is against the 
bank and its receiver to recover-the full 
amount of the draft, Judgment was 
given for plaintiffs in the lower court, 
but on appeal, is reversed. 

Hoyt, J. It is claimed on the part of 
the respondents (B., W. & S.) that in 
making the collection the defendant 
bank acted as their agent, and held the 
money when collected as their trustee; 
and that by reason of having placed the 
same with other moneys of the bank, 
and the receiver having obtained pos- 
session by virtue of his office of certain 
of such moneys, amounting to more 
than the sum collected, he is likewise 
their trustee; and that so much of the 
moneys that came into his hands as is 
necessary to pay their claim is a trust 
fund, which he must pay without regard 


On 
the part of the appellants (First N. B. 


to the claims of general creditors. 


and its receiver) it is claimed that the 
transaction between the respondents and 
the defendant bank created the relation 
of debtor and creditor as to the moneys 
collected, and that the bank never held 
such moneys as the trustee of the re- 
spondents. It is further claimed that, 
if the bank hold 
the impressed 
upon the property in the hands of the 


even did so such 


moneys, trust was not 
receiver, for the reason that the identi- 
cal money collected, or any part thereof, 
had traced into his hands. 
The latter claim has been most elabor- 
ately argued by the respective counsel. 
From such argument it is made to ap- 
pear that there is a conflict of authority 
upon this question. Some of the courts 
hold to the strict rule that the trust 


not been 


cannot be enforced unless the specific 
property, or something into which it 
has been changed, can be followed and 
identified ; and others, that, whenever it 
that the estate in the 
hands of the receiver or assignee has 


can be shown 


been benefitted or increased by the 
trust property, it will be impressed with 
the trust relation; and others take posi- 
tion between these two extremes. 

These questions are very interesting, 
and of such paramount importance that 
they should not be decided except in a 
case where their decision is necessary to 
a determination of the rights of the 
In the case at bar such decis- 
if the 
created by the transaction between the 
bank 


constituted the bank the debtor of the 


parties, 


ion is not necessary relation 


respondents and the defendant 


respondents, instead of their trustee, at 
the time the bank went into the hands 
of a receiver; and this relation must de- 
pend upon the understanding with which 
the respondents must be held to have 
sent the collection. The question of 
what that understanding must be held to 
under two 
One requires its determina- 


tion upon the question of the forward- 


have been is presented 


branches. 


ing of the claim for collection and re- 


mittance, uninfluenced by anything 
done thereafter, and the other upon the 
like facts as influenced by the action of 
the parties after the collection. The de- 
termination of the first branch of the 
question, in the light of the admission 
in the statement of facts, does not seem 
tousdifficult. It is admitted that when 
the bank, after having made the collect- 
ion, placed the money in its vaults as 
its own, and remitted therefor its draft 
on its New York correspondent, it act- 
ed in accordance with the general cus- 
tom of banks in such transactions, and, 


such being the fact, it would seem that 
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the relation of debtor and creditor was 
created. If this was the general custom, 
the legal effect of forwarding the col- 
lection, and directing remittance of the 
proceeds, would be the same as though 
the money had been paid to the bank 
for its draft, which it was at the same 
time required to issue; and sucha trans- 
action between a bank and one of its 
customers has never been held to create 
any trust relation between such customer 
and the bank. Under 
stances, the title to the money passes 


such circum- 
to the bank; and its responsibility to 
the one who pays it to them is there- 
after that of the drawer of a billof ex- 
change. 

It follows that, under the concedei 
facts, the bank became the devtor of re- 
This 
admission was stricken out in the lower 


spondents, and not their trustee. 


court, but we see no reason why it was 
not material to show that a general cus- 
tom existed which had a bearing on the 
transaction between and 
we think that the rights of the parties 
should be determined in the light of this 


general custom. 


the parties, 


If it was a general 
custom, the parties are presumed to 
have dealt with reference thereto; and, 
in order to correctly interpret their in- 
tentions, the court or jury should be 
put in possession of the custom in the 
their 
But the result would neces- 
sarily be the same if this paragraph of 
the statement of facts had been left out, 
The custom uf banks in regard to mak- 
ing collections and remitting therefor is 
so well established, and has become so 
universally known, that knowledge 
thereof must be imputed to the courts; 
and they are therefore required to take 
judical notice of the fact that a bank, 
when it makesa collection for a foreign 
correspondent, never, unless specially 


light of which they transacted 
business. 
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directed so to do, remits the specie 
collected, but, instead thereof, always 
takes the specie to its own use, and sends 
therefor its draft or certificate of deposit. 
Among the large list of authorities 
which could be cited to sustain this pro- 
position, we call attention to the follow- 
ing: 1t Morse, Banks, § 248; Jackusch 
v, Towsey, 51 Tex. 130; Marine Bank 
v. Fulton Bank, 2 Wall. 252; Marine 
Bank v. 28 Ill. 463; Tink- 
ham v. Heyworth, 31 Ill. 519. 

It follows that, in our opinion, the 


Rushmore, 


transaction, even if unifluenced by any 
action of the respondents after the col- 
lection was made,would have established 
between them and the defendant bank 
the relation of creditor and debtor, and 
not that of cestui que trust and trustee. 
But, if this were not so, the act of the 
respondents in receiving the draft, and 
forwarding it for collection, would 
clearly show an intent on their part to 
pass the title to the specie collected to 
the defendant bank, and accept its re- 
sponsibility as drawer of the draft of 
which they were the payees in lieu there- 
of, They accepted such draft without 
objection, and disposed of it in the 


usual course of business, and, 
doing, put themselves in the same re- 


lation to the bank as they would have 


by so 


been if they had forwarded the money, 


and directed it to send its draft or 
certificate of deposit therfor. No funds 
impressed with a trust in favor of the 
respondents were in the hands of the 
bank at the time it ceased to do business; 
hence the funds in the hands of the re- 
ceiver are not impressed with any trust 
in their favor, The judgment of the 
superior court must be reversed, and 
the cause remanded, with instructions 
to dismiss the action. 

Dunbar, C, J., and Scott and Anders- 


J. J., concur. 
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BILLS OF LADING AS SECURITY FOR BANK ADVANCES. 


A RAILROAD COMPANY HELD LIABLE 


FOR DELIVERING GOODS WITHOUT 


SURRENDER OF 


BILL OF LADING WHICH IS HELD BY BANK AS SECURITY FOR ADVANCES, 


Waliers et alv. Western & A. R. R. Coa. 


(Capital City Bank, Intervenor) U. S. 


Circuit Court, N. D. Georgia, May 8, 1894. 


Where the consignor’s sight draft is attached to the bill of ladirg, and the carrier delivers the goods to a 
purchaser from the consignee without requiring the bill of lading to be delivered up, such carrier is liable toa 
bank which advances the money to the consignee to pay the draft, and takes the bill of lading as security therefor: 


This was a suit by William T. Walters 
and others against the Western & At- 
lantic Railroad Company, in which the 
Capital City Bank intervened, 
ceivers of defendant excepted to the 


The re- 


master’s report. 

NewMavN, District Judge. The author- 
ities cited by counsel for the receivers 
seem undoubtedly to establish the pro- 
position that where a time draft is 
drawn by the consignor of goods, and 
bill of lading for the 


goods, and a draft is sent to a bank for 


attached to a 


collection at the place to which the 
goods are consigned, an acceptance by 
the drawee entitles him to have the bill 
of lading delivered to him; the reason 
given for this ruling being that the 
consignee is expected to sell the con- 
signed goods in order to realize funds 
with which to take up the draft by the 
Bank of 
Commerce v. Merchants’ Nat, Bank, 91 
U. S. 92; Woolen v. Bank, 12 Blatchf. 
359, Bank v. Wright, 48 N. Y. 1; Bank 
v. Luttgren (Minn.) 13 N. W. 151; 
Erwin v. Harris, 87 Ga. 335, The diffi- 
culty about the application of that 
proposition to the present case is that 
the drafts here are sight drafts, and the 
reason upon which those cases rest does 
not apply; second, the facts of the trans- 


time it matures. National 


action here are otherwise entirely differ- 
ent from those in the cases which have 
been cited as authority for the proposi- 
tion above referred to. In the case at 


bar the G. B. 
Everett & Co., and was paid by the in- 


draft was drawn on 
tervener, the Capital City Bank, at the 
request of G. B. Everett & Co., and the 
money charged to their account. At 
the time of the payment of these drafts 
by the intervener, the goods seem to 
have been sold by Everett & Co. to 
Akers & Bros, and what is called on 
the one hand a promissory note, and 
on the other a mere agreement to pur- 
The 


following is a copy of one of the papers, 


chase, was given by Akers & Bros. 


all of the others being of the same 


character, except as to amounts, num- 
ber of cars, and dates: 


Due Dec, 16. 
* Atlanta, Ga. Oct. 6th, 1889. 

“ Forty-eight days after date, we will pay to G. B. 
Everett & Co., on presentation of bills of lading for 
Cars 18X12624, five hundred and forty two 28-100 dollars. 

“Net, Int. 7.05. 


** (Signed) 


** $542.26. 


Akers & Bros.” 


The method of the 
bank was to take this paper made by 
Akers & Bros., attach it to the bill of 
lading which covered the same cars of 
grain, and hold the same as security for 
Akers & Bros.’ obligation. It appears, 
also, that Everett & Co. continued to be 


proceeding of 
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bound to the bank, or at least the firm so 
considered itself from other evidence in 
the case, which is not deemed material 
to go into now. At all events, it is 
clear that the bank held the bills of 
lading as security for money advanced 
on the faith of the consignment covered 
by the various bills of lading. 

It is said, applying the rule to be ad- 
duced from the authorities which have 
been referred to above as cited by 
counsel for the receivers, that, if an ac- 
ceptor of atime draft is entitled to the 
bill of lading, equally so is the drawee 
when he pays off the bill of lading; and 
it is urged that when the Capital City 
Bank paid the drafts, and sent the 
money onto the drawer, charging the 
same to Everett & Co., Everett & Co. 
were entitled to receive the bills of lad- 
ing. Then it is said that, Everett & Co. 
having sold the grain to Akers & Bros,, 
the latter firm were entitled to have the 
bills of lading turned over to them; and 
if the railroad company delivered the 
cars of grain to the persons who, in law, 
really had the bills of lading, or ought 
to have had them, they should be ac- 
quitted of any liability in the matter of 
injury to other persons. If the bank in 
this case had been paid the amount of 
the draft, and there had been no other 


transactions with them, then there 
might be some force in the position as- 
sumed for the receivers, but the ad- 


ditional facts appear which have just 
been stated. The bank paid the draft 
for Everett & Co., holding the bills of 
lading for the advance thus made, in 
the paper made by 
Akers & Bros., copied above. 

The whole question comes back to 
this : that the railroad company should 
have required the bills of lading to be 
given up before delivering the goods, 
and when they allowed Akers & Bros, 


connection with 
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to receive these goods without at the 
same time receiving from them the bills 
of lading, they did so in violation of the 
rights of this intervener, who seems in 
the utmost good faith to have advanced 
the money upon the credit of the goods 
covered by the bills of lading, and of 
their being in possession of the rail- 
While it is conceded 
that bills of lading are not ‘‘ negotiable 


road company. 

instruments,” in the full sense of that 
term, still they do represent the goods 
which they cover, and may be taken as 
security for money advanced while the 
consignment is in the hands of the rail- 
road company. Among the cases which 
might be referred to, the following are 
named, because they are supreme court 
decisions, and the doctrine they enun- 
ciate controlling: Conrad v. Insurance 
Co., 1 Pet. 386; The Thames, 14 Wall. 
98; North Pennsylvania R. Co. v. Com- 
mercial Nat. Bank, 123 U. S. 727, and 
cases therein cited. It is apparent that 
the bank would have been fully protected 
if the railroad company had requiréd the 
bills of lading to be delivered, or had 
exercised any reasonable degree of dili- 
gence in ascertaining the person entitled 
to receive the goods before releasing 
possession, 

The Friedlander Case, 130 U. S. 416, 
can have no application here, There is 
that these bills of 
lading were accomplished. 


no claim whatever 
In the case 
of Inman, intervener, against these same 
receivers (56 Fed. 369), the contention 
was that the bills of lading had been 
delivered up and reissued by the agent. 
Noclaim of that kind can, of course, be 
interposed here. What the Friedlander 


Case decided was that where the agent 
of arailroad company fraudulently issued 
bills of lading for goods, when no goods 
had, in fact, been delivered, such agent 
goes entirely beyond the scope of his 
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authority, and his principal (the railroad 
company) is not bound. It is held that 
his authority from the company is to 
issue bills of lading for goods delivered, 
and that that is the scope and extent of 
his agency, and, when he goes beyond 
that, he cannot bind the company by 
It is unnecessary here to 
go into the facts of the agency at Mc- 
Ivors, at which point these goods were 
delivered, and the method of Akers 
as agent, of Akers & Bros., in 
transacting their business, as they were 


his actions, 


and 


Case of In- 
man, supra, and further reference to the 
matter here would be a mere repeti- 


fully discussed in the 


tion. 
As to the question of demand, and as 


to whether or not Mr. Dickey, the 


general freight agent, was the proper 
official on whom to make demand, it is 
sufficient to say that he seems to have 
the railroad 
company in the matter, and made no 
question whatever as to his authority to 
act in the premises. Hewas the general 
freight agent of the company, and from 
this designation it would seem that he 
had general 


undertaken to represent 


supervision over all its 
freight business, and really appears to 
have been the proper person, of all 
others, upon whom demand should have 
If not, he at least should 


have referred the representative of the 


been made. 


who had 
The 


exceptions must be overruled, and the 


intervener to some one else 
authority to act in the matter. 


report of the master be confirmed. 


REMEDIES ON PROMISSORY NOTES IN TEXAS. 
Smith v. Pickham, et al, Court of Civil Appeals of Texas, Oct. 15, 1894. 


The following case will be found very instructive for bankers in Texas, with respect to the 
remedies available upon notes not matured, against makers and indorsers, where there is danger 
of loss from insolvency of the parties. It will be observed that the note in suit waives grace and 
protest, and provides for the payment of Io per cent. attorneys fees, in case it is placed in the 
hands of an attorney. Before maturity, upon an allegation that makers and indorser were dispos- 
ing of their property, the owner of the note, sued them jointly in one action for an amount includ- 
ing the 10 per cent, attorneys fee, and at once attached their property. His power and ability so 
to do is upheld by the court of civil appeals, the judgment of the lower court being reversed. The 
points of decision worthy of note are that under the circumstances an attachment could issue be- 
fore maturity ol! the debt; that the attorney’s fee was rightfully included in the suit, as it did not 
depend upon “‘ maturity” of the note, but upon the condition that the note be placed in the hands 
of an attorney for collection; that the stipulation for such fee affects neither the validity nor the 
negotiability of a note in Texas; that the indorser having waived protest, the ordinary steps to fix 
his liability were dispensed with, and he was properly made a joint defendant, having the right to 
assert any demand which he might have against the principals in the same suit. 


Action by Solon Smith against W. H. 
Pickham and others on a promissory 
note, 


Tom J. Goff,-and B. C. Miller. 
plaintiff declared 
promissory note: 


The 
upon the following 
From a judgment quashing the 
writ of attachment issued by him, plain- 


“Throckmorton, Texas, $2.604. Two 
vears after date, waiving grace and protest, we, or 


Reversed July ist, :89r 


tiff appeals. 
either of us, joint!y and severally prom se to pay to 
the order of W. H. Pickham. at the bankiny house of 
W.H. Pickham, in Throckmorton, Texas, the sum of 
twenty-six hundred and four dollars, value received, 
with 12 per cent, interest per annr'm thereon from date 


TarR.LtTon, C. J. The appellant, on 
September 9, 1892, brought this suit 
against W. H. Pickham, J. M. Goff, 
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until paid; and in case this note is placed in the hands 
of attorney for collection, we agree to pay ro per cent. 
additional on the amount as attorney’s fees. Tom J, 
Goff. B.C. Miller. J. M. Goff.” 


The note was indorsed by the payee, 
W. H. Pickham, At the time of filing 
the suit, the plaintiff caused the issu- 
ance of an attachment for the principal 
of the note, together with interest and 
attorney's fees, as therein stipulated; 
Stating in the affidavit, among other 
things, that the ‘‘debt is not due, and 
will not mature until July 1, 1893,” and 
“that said defendants have disposed of 
their property in part, with intent to 
defraud their creditors, * * * and 
that the plaintiff will probably lose his 
debt unless such attachment is issued.” 
In his petition, the plaintiff, among 
other matters, alleged that ‘‘ plaintiff 
has placed said note in the hands of 
W. T. Andrews, an attorney at law, for 
collection; that he was compelled to do 
On mo- 
tion of the defendants, the court quash- 
ed the (1) The 
‘*has included in his alleged 
cause of action and attachment a sum 


so, in order to collect same.” 
attachment because: 


plaintiff 


equal to Io per cent. on the amount of 
the said note, in addition thereto, as at- 
torney’s fee, when in truth and in fact 
said attorney's fee is not now a debt 
owing by the defendants, but only a 
possible debt, and will not become a 


debt until default is made in the pay- 


ment of said note at maturity, and same 
is then placed in the hands of an attor- 
ney forcoilection.”” (2) ‘* Plaintiff sues 
the defendant W. H. Pickham on said 
note, and causes an attachment to be 
issued against said defendant, when it 
appears from the papers in the case that 
said Pickham is merely an indorser upon 
said note; thereby showing that said 
note does not constitute a present valid 
and subsistent indebtedness of the said 
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Pickham, but only a possibility that 
same may become an indebtedness of 
the said Pickham in the event same is 
not paid at maturity, and that the hold- 
er thereof then takes the necessary legal 
steps to fix the liability of said indor- 
ser.” We are of opinion that the court 
erred in both the respects named, 

1. The necessity for the attachment 
having arisen, the writ could issue be- 
fore maturityof the debt or demand. 
Sayles’ Civ. St. art. 155, According to 
the terms of the note, the accrual of the 
demand for attorney’s fees did not de- 
pend upon the maturity of the obliga- 
tion, but upon the condition that ‘‘ this 
note is placed in the hands of an attor- 
ney for collection.” Under the allega- 
tions of the petition, this contingency, 
springing from necessity, had arisen, 
Whatever may be the casein «ther juris- 
dictions, it is well settled in this state 
that a stipulation for attorney's fees af- 
fects neither the validity nor the nego- 
tiability of the note On the happening 
of the contingency provided for in the 
obligation, the attorney's fee becomes a 
part of the demand, definite, certain, 
and fixed by the terms of the contract. 
This doctrine has been frequently recog- 
nized by our decisions, as in the case of 
Bank v. Still, 84 Tex. 339, where a bond 
in attachment, issuing before the ma- 
turity of the debt on which suit was 
brought, was held to be defective be— 
double the amount 
of plaintiff's demand, consisting of the 
principal debt and the attorney's fee. 
See, also, Stansell v. Cleveland. 64 Tex. 
660: Martin-Brown Co. v. Perrill, 77 
Tex. 200; Simmons v. Terrell, 75 Tex. 
275; Morrill v. Hoyt, 83 Tex. 59; Mad- 
dox v. Craig, 80 Tex. 600; Jones v. 
Smith 4 Tex. Civ. App. 353. 

2, The waiver of protest embodied in 
the note must be held to be a waiver, 


cause it was not in 
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not only by the signers of the note, 
but by the indorser thereof; and this, 
because the contract of the indorser em- 
bodied ‘‘ all the terms of the instrument 
indorsed.” 1 Daniel, Neg Inst. § 669; 2 
Daniel, Neg. Inst. $1092. By _ this, 
therefore, the indorser waived the tak- 
ing of any and all steps which might 
have been otherwise necessary to fix his 
liability. Id. § 929, This right of waiver 
and its effect with reference to the dis- 
pensing of the conditions on which the 
liability of the indorser is ordinarily 
fixed, is fully recognized by our supreme 
court in Williams v. Bank, 67 Tex. 609. 
So, this court has held that the indorser 
‘*would be liable for the stipulated col- 
ection fees if the principal would. Jones 
v. Smith, Article 262, Sayles’ 
Civ. St., provides that the holder of a 
promissory note may secure and fix the 


supra. 


liability of the indorser thereof, without 
protest or notice, by instituting suit 
against the maker thereof before the first 
term of the court in which suit can be 
brought after the right of action shail 
accrue. Here, suit was instituted against 
the makers of the obligation in accord- 
ance with the terms of this article, and 
after the accrual of the right of action 
as fixed by the averments of the petition 
and the allegations of the affidavit for 
attachment. Article 270, Sayles’ Civ- 


St, provides that an indorser may be 
jointly sued with the principal obligor. 
The cause of action in this instance hav- 
ing arisen against the principal, we can 
see no reason why it should not be as- 
serted against the indorser as a joint 
defendant. It may well be conceived 
that the holder of this note, in securing 
it by purchase or otherwise, may have 
relied principally upon the solvency or 
responsibility of the indorser, instead of 
upon that of the makers; and, in 
event that the indorser (as well as 


the 
the 
principals) was about to dispose of his 
property intent to defraud his 
creditors, as alleged in the affidavit in 
this reason for 
requiring the holder of the note to 
defer his action against the indorser, 
until judgment should have been had 
against the 


with 


case, we can see no 


makers or for holding 
that the demand against the indors- 
er should not be a valid 
and subsisting demand until the matur- 


ity thereof against 


be held to 
the principals, or 
until the taking of other steps to fix the 
liability of the indorser. In thesuit thus 
jointly brought, under the provisions of 
article 270, the indorser could fully as- 
sert any demand which he might have 
against the principals. We accordingly 
reverse the judgment and remand the 
cause, 


NOTES OF RECENT BANKING CASES, 


Effect of Renew- 
al Note as Pay- 
ment. 


A, B and Care a partner- 
ship who make promis- 
sory notes which are discounted by their 
bank and renewed from time to time, 
Finally A drops out of the concern, and 
a new firm is formed by B and C, A 
taking a mortgage upon certain of its 


property, as security for the amount 
coming to him upon the dissolution. 
When the outstanding notes of the old 
firm mature, notes of the new firm are 
given to the bank in renewal, which are 
taken without objection. But a time 
comes when the firm is unable to satisfy 





42 THE BANKING 
the claims of A and of the bank in full. 
The question then arises, is the retired 
partner, A, liable upon the debt of the 
old firm to the bank,for which it has ac- 
cepted renewal notes of the new firm, 
or was the effect of accepting the re- 
newals, a payment of the old debt and 
release of A’s liability, with the result 
that the bank would not only have no 
recourse against A, but that A’s mort- 


gage would have priority over the bank’s 


This is in- 


teresting question for bankers who dis- 


claim against the firm? an 
count partnership paper to put to them- 
selves. It has recently been discussed 
and decided by the supreme court of 
Pellett, (Dec. 7, 


1894), the court holding that the renew- 


Michigan in Childs v. 


al operates as a payment of the debt 
and precludes the bank from recourse 
against the property of the retired mem- 
ber. 
of the subject: 


se 


We quote the court’s discussion 


Che question whether renewal notes 
extinguish the debt is a vexed one, and 
is usually one of fact, and the courts 
have differed somewhat upon the pre- 
the 


fact of renewal by a note bearing the 


sumptions which arise from bare 


signature of other parties. The subject 
was discussed in the case of Wightingale 
Vv Chafee, II 


that an agreement to discharge a retir- 


R, I. 609, where it was held 


ing partner will not be inferred from the 
acceptance of the note of the continuing 
partners. Whatever may be the rule in 
other cases, we concur with Professor 
Parsons in the opinion that, unless there 
is evidence of a contrary intention, ‘ re- 
newals at bank ought always to be re- 
garded as payment, because the banks 
themselves so regard them.’ See 2 Pars, 
Notes & B, (2d Ed.) p, In com- 
menting upon the opinion, the court in 
the Rhode Island case says: ‘ He does 
not tell us how he knows that they so re- 


203. 
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gard them.’ This opinion of Professor 
Parsons is not to be brushed away by a 
question. The practices of banks are 
well known, and from them their under- 
Certainly, 
since the passage of the federal banking 


standing may be inferred. 


law, the whole course of national banks 
has been at variance with the idea that 
the original debt continued, and that 
successive renewals were additional and 
collaterai security to the first obligation. 
The policy of the law is to require the 
banks to confine their loans to short- 
time paper, generally secured by indor- 
sers, which may vary from time totime 
We think it 


would be a surprise to those who in- 


as the notes are renewed, 


dorse paper to be told that their obliga- 


tion remains after the note has been 


taken up and canceled (Smith v. Shelden, 
35 Mich. 42) by successive renewals, 
each with a different indorser, and each 
in its turn taken up and canceled.” 


Garnishment of 
Bank Deposit in 
Texas. 


The deposit of a judg- 
ment debtor in a national 
The de- 
positor had made a note to the bank, 


bank in Texas was garnished. 


which the latter had indorsed and re- 


discounted with another bank, and at 


the time of the service of the writ of 
garnishment the bank’s liability on the 
note it had indorsed was fixed, the note 
having been protested and the maker 
Under this state of af- 
had the 


right to retain out of the deposit due 


being insolvent. 
fairs, the court holds the bank 


the maker sufficient to secure it against 
loss, and it was responsible on the writ 
of garnishment only for the balance re- 
maining in its hands after the payment 
by it of the note, So held by the court 
of civil appeals of Texas in Rosenberg v. 
First National Bank of Texarkana, italso 
being decided that service of the writ of 
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garnishment upon the cashier was suffi- 
cient to bind the bank. 

In the case of Cullers v. City Bank of 
Sherman, decided by the same court, the 
bank having been summoned as gar- 
nishee made the tollowing answer: 


** The said J. S. Warrick turned over 
to the said City Bank of Sherman notes 
and accounts to the amount of 
dollars, which said notes and accounts 
were by it collected as far as it has been 
able to do, using all the diligence that was 
possible for itto do; and from said notes 
and accounts it has realized the sum of 
$840.05 ;the cost of realizing that amount 
was $17.97, leaving a net balance to be 
credited on the said indebtedness of 
the said J, S. Warrick of $822 Thatthe 
said notes and accounts yetin the hands 
of the said City Bank are of very little 
value,—certainly are not sufficient to 
cancel the indebtedness of the said War- 
rick to the said bank. Allowing all of 
the said credits, viz.: $1,goo paid by 
Maddox, trustee, and the sum derived 
from the notes and accounts turned over 
to the said bank by said Warrick, of 
$822.05, and there is yet a balance due 
said bank by said Warrick of $go1.98 
principal and interest, and $90. 19 attor- 
neys’s fees, on this, the 9th day of Feb- 
ruary 1892, for which said sum suit has 
been brought in the district 
Grayson county, Texas.”’ 


court of 


The court holds that this answer 
failed to meet the statutory requirement 
(Rev. St. art. 186) that the garnishee 
must state ‘‘ what effects, if any, of de- 
fendant, he had in his possession when 
the writ was served,” 


‘* The 


amount of the 


The court says: 


answer nowhere states the 


notes and 


the 
garnishee had in its possession at the 


accounts 


time of the service of the writ of garnish- 
ment. By add.ng the amount of money 
sta ed to have 


amount of the 


the 
notes and accounts re- 
ported uncollectible, it might be inferred 
what the full amount was,.but such: is 


been collected to 
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not sufficient. The plaintiff was entitled 
to have from garnishee a specific and 
definite statement of ‘what effects, if 
any, of defendant he had in his poses- 
sion when the writ was served.’ The 
effects in this case being notes and ac- 
counts, the garnishee should have stated 
the names of the parties owing same, 
the amount and date of each, when due, 
and rate of interest, if any. This was 
not done”; and judgment of the court 
below is reversed and the cause re- 
manded, 


When a the 


. verge of bankruptcy, tot- 


firm is on 


Essentials to vai- 
id deed of trust 
for benetit of 
creditors in Md. : 

tering along from day to 


day with outward semblance of prosper- 
ity, but inner financial gloom saddening 
the heart, finally abandoning the struggle 
by making an assignment or deed of 
trust for benefit of creditors, the ques- 


tion of precedence between the assignee 


or trustee on the one hand and creditors 
who attach at this momentous period on 
the other, frequently arises and involves 
important consequences, In Maryland, 
the court of appeals has recently passed 
upon a point of great importance hav- 
ing reference to this question. (White 
v. Pittsburg National Bank of Commerce). 

The facts before the court showed a 
deed of trust for the benefit of creditors 
executed, delivered and recorded, prior 
to the issuing and levying of an attach- 
ment, but the bond of the trustees, was 
not filed until after the levy. The de- 
cision is that under section 205 of article 
16 of the code which governs the sub- 
ject, no title to the property vests in the 
trustees until the deed is recorded, and 
the bond its filed. Until then, it remains 
subject to the claims of creditors. Asa 
result, the attachment, levied before 
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filing of the bond, is held to take pre- 
cedence, 


The question when a bank 
or individual occupies the 
status of a dona-fide holder of negotiable 
paper has arisen in so many ways, that 
the variety of situations calling this 


Bona-Fide 
Holder. 


status into question seems almost end- 
less, and every newly decided case upon 
the subject contributes, by reason of its 
special facts, to still greater variety, In 
the case of Fisher v. Simons, decided by 
the United States circuit court of ap- 
peals, third circuit, in November 1894, 
the question involved is whether the 
Spring Garden National Bank of Phila- 
delphia, or its receiver standing in its 
shoes, is dona-fide holder of a note of 
$5,000 received under the following cir- 
cymstances as stated by the court: 


‘The Spring Garden National Bank was a 
member of the Philadelphia Clearing-House 
Association. Bya rule of that institution, each 
member thereof was required to keep on de- 
posit at the clearing-house collateral security 
for the payment of its daily balances upon ex- 
changes. The notein suit was procured from 
the makers by Francis W. Kennedy, the presi- 
dent of the Spring Garden National Bank, 
avowedly for use by the bank as a deposit at 
the clearing-house to secure its daily balances, 
and it was actually so used by the bank. By 
uncontradicted evidence it was shown that, by 
the settled course of the business of the bank, 
its president, Mr. Kennedy, was permitted to 
borrow money for the bank. Indeed, it ap- 
peared that he was in the constant habit of thus 
borrowing money for the use of the bank. Fur- 
thermore, it was distinctly shown that in the 
actual management of the bank he exercised 
entire control by the sufferance of the directors. 
The proof was complete that in all the affairs of 
the bank he was allowed to act in its behalf ac- 
cording to his own discretion. In the fall of the 
year 1890, at a time of general financial strin- 
gency, Mr, Kennedy borrowed for the bank, 
from Simons, Bros. & Co., their four promissory 
notes, each for the sum of $5,000, for usedy the 
bank as collateral security, in the clearing-house 
and gave them a receipt signed by him as pres- 
ident, stating that the notes were for the use 
of,and were to be paid by,the bank. At that time 
he stated to Simons Bros. & Co. that the bank 
had plenty of ‘small business paper,’ which he 
would not ‘ care to offer in the clearing-house, 
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and for their protection he promised ‘to set aside 
$20,000 of that paper.’ The good faith of 
Simons,Bros. * Co, in the transaction is con- 
ceded. The note in suit was a renewal of one 
of the four above-mentioned notes. Two others 
«thereof were returned to the makers before the 
bank was closed. One of the four, or a note 
given in renewal thereof, was hele by the clear- 
ing house when the bank failed; and it the 
makers settled, paying the money to the clearing 
house. The ‘Offering Book’ of the bank, under 
date of November 21, 1890, had an entry indi- 
cating that the original note, of which the one 
in suit was a renewal, was discounted as upon 
the offer of Simons Bros, & Co. But it appears 
that on the previous day, by direction of the 
president. Mr. Kennedy, the proceeds of dis- 
count had been carried to his individual credit, 
He did not, however, draw out the money, and 
the bank was not damnified otherwise than by 
this entry of credit in the president’s overdrawn 
account,” 


The decision upon these facts is that 
neither bank or receiver is a dbona-fide 
holder, as against the makers. The 
reasons given wesummarize: The bank 
cannot be separated from its president 
without violating established principles 
and doing rank injustice to innocent 
persons. In this matter the president 
stood for the bank. The evidence of his 
general authority to represent the bank 
in all its affairs was so clear, and the 
proofs of his authority to borrow funds 
from the bank so full, that the inference 
is warranted of his rightful power to 
act for and bind the bank, The views 
of the supreme court of the United States 
in Martin v. Webb, 110 U. S. 7, upon the 
authority of a cashier in matters outside 
of his ordinary duties are applicable 
here. That court said ‘‘his authority 
may be by parol and collected from cir- 
cumstances. It may be implied from 
the conduct or acquiescence of the cor- 
poration, as represented by the board of 
directors. When during a series of 
years or in numerous business transac- 
tions he has been permitted, without 
objection, and in his official capacity to 
pursue a particular course of conduct, 
it may be presumed, as between the 


tm 
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bank and those who in good faith deal 
with it upon the basis of his authority 
to represent the corporation, that he has 
acted in conformity with instructions re- 
ceived from those who have the right to 
control its operations,” 

It was part of the arrangement that 
smaller notes were to be set aside to 
protect the Simons. Had this been done, 
it could not have been that 
the transaction was impeachable. Why, 
then, should the failure of the bank to 
fulfi! its obligation prejudice the mak- 


contended 


ers? The note was borrowed for legiti- 
mate use at the clearing house, and the 
court is not disposed to favor an argu- 
ment based on supposed public policy 


A na- 


tionai bank cannot set up its want of 


and the doctrine of ultra vires. 
legal capacity to escape a just responsi- 


bility. The conclusion reached is en- 
tirely consistent with Bank v. Armstrong 
U. S. 346. The facts of the two 
cases are essentially different. There 


the vice-president, without any author- 


152 


itv whatever, undertook to borrow an 
enormous sum in the name of the bank. 
The transaction was out of the ordinary 
course of business, and the bank receiv- 
ed no advantage therefrom. 


Remedies on An echo of the Sioux 
Commercial Pa- aca 
per of Insolvent City 


Concerns. 


which 
old 
adage that the law smiles on the dili- 


smash, in 
is exemplified the 
gent creditor, is conveyed by the de- 
cision of the United States circuit court 
in lowa in thecaseof Wachusett National 
Bank v. Sioux City Stove Works, (Hub- 
bard, assignee of Union Loan & Trust Co, 
and others, intervenors), recently decided. 
The failure of the Union Loan & Trust 
Company of Sioux City, Iowa, in April 
1893, was one of the many contributing 
causes to the general distrust which 


prevailed throughout that year. This 
concern acted largely in the capacity of 
negotiator of the commercial paper of 
Sioux City houses, and it placed large 
quantities of this paper, bearing its own 
indorsement or guaranty, with various 
banks in other parts of the country, who 
regarded it asa gilt-edged investment. 
The present case has to do with the 
rights of various banks who hold paper 
of the defunct Sioux City Stove Works, 
indorsed by the Union Loan & Trust 
that the trust 
company did not, from its own funds, 


Company. It appears 
advance or loan any sum to the stove 
works company, but from time to time 
the latter company executed its promis- 
sory notes, generally for thesum of $s,- 
ooo each, payable to the order of the 
Union Loan & Trust Company, which 
notes the latter company would indorse 
and sell different 
sections of the country, and the money 
thus 


to banks located in 


obtained would be paid to the 
The 


held chattel mortgages executed by the 


trust company. trust company 
stove-works company upon its entire 
piant and personal property, but these 
the trust company failed to record aad 
purchasers of the notes were unaware 
of their existence. 

On the 25th of April, 1893, the trust 
company 
Hubbard, 


day—recorded the chattel 


assigned, and the assignee, 
immediately—on the same 
mortgages. 
Among the purchasers of stove-works 
notes from the trust company was the 
Wachusett National Bank of Fitchburg, 
Mass., who in February 1893 had _ pur- 
chased three notes for $5,000 each ma- 
turing August 7, 8 and g, 1893. This 
bank upon learning of the trust com- 
pany’s failure, did not allow the grass 
to grow under its feet, while contem- 
plating the situation. It had been de- 


ceived by a high-sounding trust company 
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title, and the outward appearance of 
things; now was the time to retrieve. 
With commendable ‘‘ Yankee” smart- 
ness, action was begun in the federal 
court in Iowa upon the notes against 
the maker on the Ist of May, 1893, and 
a writ of attachment was obtained which 
was levied upon a large amount of the 
stove-works company’s property, then 
in the hands of the assignee of the trust 
company, by virtue of the chattel mort- 
gages. If this attachment could be made 
to prevail over the lien of the chattel 
On the 


2d of June, 1893, the assignee of the 


mortgages, all would be well. 


trust company, Hubbard, was also ap- 
pointed receiver of the stove works, and 
thereafter the proceeding now described 
was begun, for the purpose of settling 
the rights of the parties. In this pro- 
ceeding there appeared the Wachusett 
Bank, who claimed a lien by virtue of 
its attachment, and who asked the court 
to direct the payment of the sums due tu 
it, as evidenced by judgment obtained. 
There also appeared the assignee of the 
trust company who set up the chattel 
mortgages to the trust company and 
claimed that the lien created thereby, 
was superior in law and equity to the 
lien of the Wachusett Bank 1n favor of 
the parties who had purchased the notes 
of the stove works indorsed by the trust 
company; and several of the banks who 
owned these notes but had not been as 
diligent as the Wachusett Bank, likewise 
appeared for the protection of their 
rights under the chattel mortgages exe- 
cuted to the Union Loan & Trust Co. 
The question at issue was whether the 
lien created by the levy of the attach- 
ment in favor of the Wachusett Bank 
Was superior at law or in equity to that 
created by the chattel mortgages he 


decision of the court is that the lien is 


superior; hence the Wachusett Bank, by 
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reason of its diligence, gains a prefer- 
ence and escapes loss; while other banks, 
who might have been equally diligent, 
must be content with ‘‘dividends.” A 
useful lesson in the diligent pursuit of 
remedies upon the paper of insolvent 
concerns is thus afforded. The line of 
reasoning leading up to the court’s con- 
clusion is as follows: 

1. At law, the lien of the chattel 
mortgages ante-dated and is superior to 
that of the attachment. 

2. But the equities of the situation 
are such that the lien of the mortgages 
should be postponed and be held in- 
ferior to that of the attaching creditor. 
The evidence in the case clearly shows 
that the trust company intentionally 
withheld the mortgages from record, 
and misrepresented the financial stand- 
ing of the stove works in order to in- 
duce the bank to purchase the notes; 
hence as between bank and trust com- 
pany it would be inequitable and unjust 
to permit the trust company to assert 
and maintain the superiority of the lien 
created by the chattel mortgages to it, 
as against the equity existing in favor of 
the bank, growing out of the fact that 
the bank had been induced to purchase 
the notes of the stove works on the faith 
of the representation made by the trust 
company that it was doing a prosperous 
business, when in truth the trust com- 
pany then held unrecorded mortgages 
covering the entire property and for an 
aggregate amount greater than _ its 
actual value. But it is contended that 
the case is outside this general rule of 
equity because the Wachusett Bank is 
one of the beneficiaries under the mort- 
gages and therefore cannot object to 
the enforcement of the lien thereof for 
th: common benefit of all; and further 
that the real beneficiaries are the other 
creditors who now hold the stove-works’ 
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notes, and these parties were ignorant 
of the acts of the trust company, did 
not consent thereto, and should not be 
estopped thereby. In answer, it cannot 
be held that the bank was charged with 
any knowledge of the actual existence 
that it 


must be deemed to be one of the bene 


of the chattel mortgages, or 


ficiaries of the mortgage security, unless 
it has consented to assume that position, 
The mortgages, in terms, are given to 
secure only indebtedness due the trust 
company, and while, in equity, creditors 


may obtain the benefit thereof, they 


cannot be compelled to recognize the 
mortgages as existing for their benefit. 
If the mortgages had been executed to 
the trust company as a trustee for the 
common benefit of the Wachusett Bank 


and the other holders of the notes of 


the stove-works, then there would be 


very great force in the argument that 


no one of the common beneficiaries 


could repudiate the instrument and 


estop his cobeneficiaries from asserting 
the validity of the lien created thereby, 
on the ground that the mortgages had 


not been duly recorded, but that is not 


the actual situation. The only parties 


to the mortgages are the stove-works 
and the trust company, and the security 
created thereby is expressly declared to 
be for the protection of the trust com 
The cre 


by the assignee ot 


pany litors now represented 


the trust company 


an claim an interest in the security 


only on the principle of subrogation. 


The trust company, by indorsing the 


paper of the stove works, has become 
iable thereon to the creditors, and there- 
fore has the right to apply the securities 
to the payment of the stove-works’ notes. 
In equity the creditors who have the 
legai right to look to the assets of both 
the maker and indorser for payment are 


entitled to be subrogated to the rights 


of the trust company in regard to the 
securities held by it, This is, however, 
an equity based upon the right of the 
surety, and to be worked out through 
it. The holders of 


stove-works’ company bought the same 


the notes of the 
without actual knowledge of the exist- 


ence of the unrecorded mortgages. 
They did not rely thereon in buying 
the notes, and therefore the only hold 
they now have upon the security created 
and 


and in so 


thereby is by claiming through 


under the trust company, 
doing they occupy no better position 
than that of the trust company; and as 
against that company, the Wachusett 
Bank 


maintain an estoppel on the 


could undoubtedly plead and 


grounds 


already stated, it follows that such 


estoppel is also good against the assignee 
of the trust company and the creditors 


who now seek to avail themselves of 


the benefit of the mortgage securities. 


In Adams v. Lee, decided 


Responsi bility 
for Tax Money 
Lost in Bank 
Failure. 


in October, the supreme 
court of Mississippi hold 
a city tax collector and his sureties per- 


sonally liable for taxes collected and 


deposited in a bank in good credit, 
which are lost by the bank’s failure, not- 
finance 


withstanding the mayor and 


committee of the city council, in their 
official capacity (but without authority) 
directed such deposit, and agreed to 
discharge the collector from liability if 
the bank became insolvent. Upon the 
point of the collector’s personal liability 
the court says: 

‘* The decisions upon the question are 
conflicting, but the better view, in our 
opinion, is that the public officers are 
insurers, instead of bailees, of the funds 
which come into their hands by virtue 


of their office, and are absolutely respon- 
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sible unless excused by the act of God 
or the public enemy. The conflicting 
authorities are noted in Throop, Pub- 
Off. p. 238 et seq. In this state the 
question has recently been decided. 
Griffin v. Commissioners, 71 Miss. 767.” 
The direction of the mayor and finance 
committee is held not to relieve the col- 
lector the 
‘*Nothing appears in the charter of 


for tollowing reason: 
the city, nor is it shown that by any or- 


dinance of the council authority was 
given to the mayor and finance com- 
mittee to interpose, either to prevent 
the payment of the funds of the city by 
the collector into the the 
treasurer, or permit him to retain the 
fund in deposit in the banks at the risk 


of the public. 
cil is made the representative body of 


hands of 


By the charter the coun- 


the city, and by its action alone could 
the city be bound, 1 Dill. Mun. Corp. 
§ 270. The law pointed out to the col- 
lector what the 
money, and neither the sureties on the 


should be done with 
treasurer’s bond, nor the mayor and the 
could 
How- 


ever solvent the banks may have been, 


finance committee of the city, 
lawfully direct him not to do so, 


or may have been believed to be, there 
was no law and no ordinance of the city 
by which they were recognized as legal 
The 
responsibility of the collector and the 


depositaries of the public funds. 


sureties upon his official bond is the 
security contemplated and provided by 
the law for the safety of the public 
moneys. This security could not be 
waived, or something else substituted 
for it, unless by some authority clearly 


given by law.” 


‘* The Investory” of Los 
Angeles, Cal. reports, 
without naming the case or court, that 
a notary public in San Francisco has 


Liability of No- 
tary Public. 
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been held liable by one of the courts in 
that city, for the sum of $8,000 lost by 
one, who loaned money upon a mort- 
gage, 
mortgagor. 


to one falsely personating the 
The notary certified that 
the woman signing a certain mortgage 
was personally known to him to be the 
person described in and who executed 
the instrument, The notary gained his 
personal knowledge simply through the 
In fact, 
the notary was deceived and his certifi- 


introduction of a third party. 
cate was false. The jury thought he 
did not use proper care, and gave a ver- 
When it 
how common the practice is for strangers 


dict accordingly. is recalled 
to enter the office of a notary with deed 
or affidavit, and upon the simple intro- 
‘*Mr. Notary, this is Mr. A 
whose name is signed hereto; ” 


duction, 
and the 


simple affirmative response to ‘‘ You are 


Mr. A, and acknowledge this to be your 
signature,” or ‘*Swear that the fore- 
going affidavit signed by you is true,” 
the signature of the notary is at once 
affixed to a certificate of acknowledg- 
ment, or of oath, the only wonder is 
there are not more cases of fraud thus 
perpetrated, and more resultant damage 
suits against notaries public, 


Irregular Paper containing irregu- 


Indorsements. 
neorseme®S- lar indorsements of per- 


sons,neither makers nor payees, to add 
credit and make it acceptable, is largely 
dealt in by banks, and as is well known, 
the contracts of the irregular indorsers 
are construed with 
the courts of different states. 
of paper will be made the subject of one 


varying effect by 
This class 


of the series of articles on “ Varying 
State Laws.”” Several cases have been 
recently decided having reference to 
this class of paper. The court of ap- 
peals of Colorado in Zabor v. Miles 
(October 8. 1894) holds that one who 
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indorses a note before delivery to the 
payee is a maker, and the obligation is 
joint and several. So also the court of 
civil appeals of Texas in the same month 
in Kellogg v. Iron City National Bank, de- 
cide that such a party is a maker and 
not an indorser. 

The frequency with which cases upon 
this class of paper are presented to the 
courts for decision illustrates the uncer- 
tainty of its legal effect in the minds of 
litigants. the courts 
huld the irregular signers to be in- 


In some states, 


dorsers, in others guarantors, and others, 
In an- 
other place in the Journal a statement of 
the law of Pennsylvania upon the sub- 
ject shows the vacillation of the courts 
in that commonwealth. 


as above decided, joint makers 


In the article 
to be hereafter published, the law in 
every state will be fully reviewed. 


The 
the United States, section 
provide that no national bank 
shall at any time be indebted, or in 


Limit of Indebt- revised statutes of 
edness of Na. 


tional Banks. 


5202, 


ae 


any way liable, to an amount exceeding 


the amount of its capital stock at such 
time actually paid in and remaining 
diminished by losses or otherwise, ex- 
cept on demands of the nature follow- 
ing: ”’—(1) circulating notes; (2)deposits 
and collections; (3)drafts drawn against 
deposits to its credit; and (4) dividends 
and reserved profits due stockholders. 

When a bank has notes of circulation, 
deposits, special funds subject to draft, 
or funds for the payment of declared 
dividends to stockholders which either 
alone, or in the aggregate, equa) its 
paid up stock, is it prohibited from in- 
curring a debt upon transactions other 
than such as specified in the above four 
exceptions? This question is answered 
in the negative by the United States 
Circuit Court of Appeals, ninth circuit, 
in Weber v. Stokane National Bank (re- 
versing the circuit court) and the section 


quoted is construed to mean that a 
national bank is prohibited from con- 
tracting debts or liabilities other than 
those within the four classes named, ex- 
cept to the extent of its paid-up, unim- 
paired capital stock, and that to that 
extent there is an implied authority to 
become indebted upon any contract or 
transaction which lies within the scope 
of its powers, no matter what may be 
the amount of its debt or liability upon 
the four classes of indebtedness men- 
tioned. 

The same court discusses and decides 
the effect of this statute upon a debt 
which is contracted in violation of its 
provisions. The conclusion reached is 
in analogy with the line of decisions that 
refer to the general government the 
power to deal with all violations of the 
act and hold that acts in violation of 
the statute are not void, but voidable; 
hence, an indebtedness incurred by a 
national bank in the exercise of any of 
its authorized powers, and for which it 
has received and retains the considera- 
tion, is not void from the fact that the 
amount of the debt surpasses the limit 
prescribed by the statute, or is even in- 
curred in the violation of the positive 
prohibition of the law in that regard; 
and neither the bank, nor its receiver, 
can interpose such a defence, Thecase 
is different from an issue of municipal 
bonds beyond the limit prescribed by 


the legislature, which have been held 
void by the supreme court. ‘‘ The 
amount of the authorized issue of muni- 
cipal bonds is always ascertainable by a 
reference to public records equally ac- 
cessible to all; and the officers of the 
municipal corporation are public serv- 
ants, whose unauthorized acts do not 
bind the public. In the case of a 
national bank, no such public record is 
provided, and no method is pointed out 
by means of which the status of the 
bank’s indebtedness can be ascertained.” 
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BANKING PRACTICE. 


A DEPARTMENT DEVOTED TO THE PRACTICAL SIDE OF BANKING. 


HOW CHECKS TRAVEL. 


By Emory Wendell, First National Bank, Detroit, Mich. in Evening News (Detroit, December 22, 1894). 


Somewhere between the mercantile and bank- 
ing community lies the responsibility for a most 
unbusiness-like and unjustifiable condition of 
things with regard to the payment of bills be- 
tween merchants. In illustration of the methods 
now in vogue, a specimen check of an absolute 
transaction lies before me as I write, 
publication has been authorized to emphasize the 
absurdity of the system demanded in the first 
place by the merchant depositors and unwisely 
assented to by the banks. The check in ques- 
tion is as follows: 


and its 


IonIA, Micu., Dec 13, 1894. 
FIRST NATIONAL BANK. 


Pay to the order of Olney & Judson Grocer 
Co. Two hundred and twenty-two 43-100 dollars. 
$222 43. (signed) Blank & Blank. 


On the back of the check are a number of 
stamped indorsements in the following order: 

1, Pay Old National Bank for deposit only. 
Olney & Judson Grocer Co. 

2. Pay Detroit National Bank or order Old 
National Bank, Grand Rapids, Mich., by Harvey 
J. Hollister, cashier. 

3. Pay American Exchange National Bank, 
Chicago, Ill. Wm. T. DeGaaff, cashier, Detroit 
National Bank. 

4. Pay Hackley National Bank. of Muskegon, 
Mich. A. L, Dewar. cashier, American Ex- 
change National Bank, Chicago. 

5. Pay First National Bank of Detroit, for ac- 
count of Hackley National Bank. Geo, A, 
Abbott, cashier. 

6. Pay First National Bank of Ionia for collec- 
tion. John T. Shaw, First National Bank, 
Detroit. 

It will scarcely be possible for the reader to 
understand this check, so overlaid and over- 


buried with the ‘‘ system,” without some ex- 
planation: 

A merchant living in Ionia owes the Olney & 
Judson Grocer Company, Grand Rapids—only 
thirty-four miles distant—$222.43. 


To pay the 


debt he sends them his check on the Firs* 
National Bank of Ionia. Olney & Judson de- 
posit the check with the Old National Bank of 
Grand Rapids. The Old National Bank send it 
to the Detroit National Bank for credit. The 
Detroit National Bank send it to the American 
Exchange National Bank of Chicago, Ill., for 
credit. 
Bank of Chicago send it to the Hackley National 
Bank of Muskegon, Mich., for credit. The 
Hackley National Bank send it to the First 
National Bank of Detroit for credit, and here 


The American Exchange National 


for the first time this poor, harmless, but useful 
piece of paper finds a few hours’ rest since start- 
ing on its journey on December 13—six days -- 
during which period it has traveled 963 miles 
and has 
and has not yet reached the beautiful city of 


been inclosed in five different letters, 


Ionia, where it must ultimately go for payment. 
It will 
Ionia, only thirty-four miles away from Grand 


be observed that in its efforts.to reach 
Rapids, this waif has made twovisitsto Detroit, 
first direct to Grand Rapids, second from Detroit 
to Detroit via Chicago and Muskegon. 

We are now the holders of the check, and 
have under advisement whether we shall send 
it direct to the First National,lonia, for payment, 
and thus put it out of its misery, or start it on 
a new round of *‘ par point collections” within 
our reach. 

We decide to ‘‘ give it a rest,” and therefore 
send it direct to Ionia, where Cashier Frank 
Sessions, of the bank on which it was drawn, will 
give it a cordial welcome, pay it and put it in 
the proper pigeonhole, which should be inscribed 
‘**sick”’ transit, that is, died of too much transit. 
Requiescat in peace. 

The system which this transaction illustrates 
is bad, andall bad. There is not a redeeming 
feature about it, and every banker 
whose hands the check has passed ought to 
blush for being party toit. The curious thing 
about it is the earning power this check pos- 
sesses, while ‘ riding on arail.”’ Saxe wrote, 
‘* Bless me, this is pleasant, riding on a rail,” 


through 
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to which this check might add, ‘‘and also very 
profitable.” Let us see how it helps topay its way. 
The Detroit National is paying 3 per cent. to 
the Old National Bank on thisamount. The 
American Exchange National Bank of Chicago 
is paying interest to the Detroit National, and 
the Hackley National Bank will get interest 
from this bank. So three banks are paying in- 
terest at the rate of 3 percent. per annum on 
$222.43, and the check calling for this sum of 
money is still ‘* riding on a rail.” 
This history has been somewhat elaborated be- 
cause it represents daily transactions through 
the banks of this country involving not hundreds 


We 
graphic description of 
route of a check, typical of innumerable 


read with interest the above 


the circuitous 


daily transactions equally unbusiness- 
like, and beg to supplemen: the above 
statement of fact, with a littlestatement 
of the /aw governing the subject, to 
show that the practice is not only objec- 
tionable fron. a business point of view, 
but risky to participating banks from a 
legal standpoint. On page 2g (present 
Journal) we publish a decision of the 
supreme court of Wisconsin involving 
a transaction character to 
the present, where a check, delayed in 
presentment by the roundabout course, 
arrived after the the 
drawee, with the result that recourse 
upon What is 
equally true of 
Let the bank at Grand Rap- 
ids who received on deposit a check on 
lonia, 34 miles away, and sent it off to 
Detroit, read the language of the su- 
preme court of Michigan in Holmes v. 
Roe, 62 Mich. 199. 

“If the person who receives the 
check, and the banker on whom it is 
Grawn, are in different places, in the 
absence of special 


identical in 


suspension of 


the indorser was lost. 
of Wisconsin is 
Michigan. 


true 


circumstances the 
check must be forwarded for present- 
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but millions of dollars, and illustrates a ‘‘ sys- 
tem” which is being engrafted into the banking 
business by modern methods which should be 
eradicated root and branch. Both the depositors 
and the banks are parties to this condition of 
things, and each of them will have to do their 
part in working a cure. It has come to be an 
‘‘old, old story.” It has been acted on by 
merchants’ exchanges and other bodies. It has 
been complained of by banks for many years, 
and yet it thrives and grows—and this, tco, 
when the remedy at hand is simple and effica- 
cious if taken hold of 
proper persons. 


and enforced by the 


ment on the day after it is received, at 
the latest: and the agent to whom it is 
torwarded must, in like manner, present 
it, at the latest, on the day after he re- 
ceives it.”’ 

This contemplates, as do all the other 
cases on the subject, direct transmission 
to an agent at the place of payment; and 
if, instead of this, the roundabout course 
is followed, resulting, as is generally the 
case, in arrival at place of payment 
after expiration of the legal period for 
presentment, the risk is on the bank in 
which the check is deposited, not on the 
depositor. This 
notes to 


elaborated 
the Wisconsir 
case in the present Journal, and it 
is made clear in the decisions that 
the custom of bankers to send in a 
circuitous way through correspondents, 
will not be admitted to change the rule 
of law by enlarging the legal period of 
presentment. The risk which tlte Grand 
Rapids bank took was not only of a pos- 
sible failure of the drawee—arisk doubt- 
less very remote in the present case, and 
stated by way of argument, not as any 
reflection upon thelonia bank, But the 
risk was equally of the continued soi- 
vency of the checkdrawers; for if, be- 
tween the time the check should have 


point is 
in editorial 
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been presented, and the time when it 
was actually presented, the checkdraw- 
ers had assigned, or withdrawn their 
deposit, or if their deposit had been at- 
tached, or applied by the Ionia bank 
upon their indebtedness to it, resulting 
in the non-payment of the check when 
tardily presented, the Grand Rapids 
bank, if owner, would have lost recourse 
upon its indorser-depositor; or in case 
it took the check for collection, would 
have been liable to it for negligence. 
This legal risk, then, more fully elabor- 
ated and discussed in another part of 
the Journal, should be taken into ac- 
count by bankers who pursue round- 
about courses of check transit. 


Then another point. After six days 


wandering the check reaches Detroit 
for the second time, coming tothe hands 
of bank number 5, one of whose officers 
is the writer of the article we are now 
supplementing. Hesays: ‘‘We arenow 
the holders of the check, and have under 
advisement whether we shall send it di- 
rect to the First National, Ionia, for 
payment, and thus put it out of its mis- 
ery, Or start iton a new round of ‘par 
point collections’ within our reach. We 
decide to give it a rest, and therefore 
send it direct to Ionia” to the bank on 
which it is drawn, 

But from a legal standpoint, if the 
roundabout system is risky and illegal, 
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sending direct to drawee is equally so. 


The latest case on the subject is Ander- 
sonv. Rogers, decided by the supreme 
court of Kansas in June 1894, published 
in the BANKING Law JouRNAL for Aug- 
ust of the same year. The court’s de- 
cision briefly stated is that it is negli- 
gence in the holder of a check tosend it 
directly to the drawee, residing ina dis- 
tant place, for payment; and the holder 
is responsible for any loss occasioned by 


This 


does not stand alone, but there are nu- 


adopting such course. decision 
merous other decisions to the same pur- 


port. At the same time, from a busi- 
ness point of view, many considerations 
of convenience commend such a prac- 
tice. Whether convenience outweighs 
risk, and good business policy would 
sanction a practice of sending direct to 

As 
both 


roundabout delayed courses of transit, 


drawee is a question for discussion. 
the matter stands at present, 
and direct to drawee courses of transit, 
are out of harmony with the established 
rules of law, which require drect¢ transit 
to agent at place of drawee, Attention 
is requested to the fuller discussion of 
the subject in our ‘** notes” to the Wis- 
there 
all 


phases of the question in these columns 


consin case, and the _ invitation 


conveyed to bankers to discusss 
with the idea of ascertaining the correct 
business rule cen the subject, and of 
urging such change in the rules of law 
as will bring them into harmony with 


existing needs of commerce. 
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eral interest, and expect prompt and careful consideration thereof, without charge. 
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f those submitting inquiries are published, unless special request is made to the contrarv 


National Bank Shares as Security. 


Worcester, Mass., January 19, 


1895. 
Editor Banking Law Journal; 


Drak Sir:—Please state in the columns of your 
publication—If a national bank suspends and it 

ecomes necessary to make an assessment on 
its stockholders, whether another national bank 

lding stock of the first named as collateral on 
which 
transferred to it on the books of 


note discounted for an individual, 

stock has been 

the suspended bank, would be liable for such 

assessment ?—It being understood that the note 

for which the stock was taken as security has 
t been paid. 

that neither 


If it were so held, it would seem 


a bank nor an individual would be safe in taking 
the stock of a national bank as security fora 
iOan, 

A SUBSCRIBER, 


If the national bank was registered 
on the books of the insolvent national 
bank as apparent owner of stock of the 
latter, it would be liable to assessment 
Anderson Vv. 
Warehouse Co. 111 U. S. 479; Bank v. 
Case go U. S. 628. 


as a stockholder for debts. 


You say, ‘‘if it were so held, it would 


seem that neither a bank nor an indi- 


vidual, would be safe in taking the stock 


of a national bank as security for a 


loan.’” Not so. 


Simply don't take a 
transfer on the books, so as to appear 
as apparent owner of the stock. The 
following late decisions will show how 
the stock may be otherwise made effec- 
such book 


live as security, without 


transfer. 
111 U. 
bank 


1. Anderson v. Warehouse Co. 
S. 479. The taker of national 


stock as security had it registered in the 
name of an irresponsible third person 
with the avowed purpose to avoid in- 
curring liability as a shareholder, and 
The 
supreme court of the United States said 


without any fraudulent intent. 
there was neither fraud nor illegality in 


this—that the creditors of the bank 
were not misled or injured—and declared 
the real pledgees of the stock not liable 
for the debts of the national bank, 

2. According to a decision by the 
supreme court of North Dakota made 
in 1892, (Doty v. Bank, B. L. J. Nov. 
15, 1892) it would seem that it is not 
necessary to obtain a transfer of national 
bank stock on the books at all, in order 
to perfect the security as agairst credit- 
ors. It is held that under the national 
bank act a registry of the transfer is not 
necessary, but that the holder obtains a 
good title as against creditors, by the 
common law transfer; and that legisla- 
tion in any state requiring a transfer of 
corporate stock on the books, in order 
to be valid, does not apply to national 
bank stock. 

3. Butif the lender who takes national 
bank shares as security, prefers to have 
book transfer, and to have it made to 
himself, rather than resort to the subter- 
fuge of an irresponsible dummy, this 
can also be done without liability for 
depts, if the transfer is made upon the 
books to him ‘‘as pledgee.” We make 
this statement on the authority of a de- 
cision of the U.S. Circuit Court, S, D. 


California made in June, 1893 in the 
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case of Pauly v. State Loan & Trust Com- 
pany (reported in the BANKING 
JournaL October 1, 1893). The de- 
fendant stood upon the registry of a 
national bank as the holder of 200 shares 
of its stock ‘‘as pledgee,”’ at the time of 
its failure. The receiver brought suit 
to recover an assessment on the stock. 
The suit was dismissed, 


Law 


The reasons underlying the decision 
are fully set forth in the opinion of the 
court, 


CGarnishment of Bank Account. 


——, Mich., January 3, 
Editor Banking Law Journal, 


1895. 


Dear Si1xr:—Creditors of A garnish his deposit 
in bank. Atthe time of garnishment A has 
_some $1,200 to his credit, but this is made up 
largely of credits upon drafts drawn, which have 
not been paid, and under an agreement that 
unpaid drafts are to be charged back and that 
the depositor will at all times keep on deposit 
an amount exceeding all drafts unpaid. Under 
these circumstances, is the whole $1,200 subject 
to the garnishment, or has the bank the right to 
retain such sum as represent drafts that are re- 
turned unpaid? Cc. 


The agreement with the depositor by 
which such amount of his deposit as is 
represented by unpaid drafts shall re- 
main in the bank, protects the bank 
from the garnishment to the extent of 


such unpaid drafts. Rice v. Third Nat. 
Bank, 97 Mich. 414. In that case it was 
held: Where the nominal credit of a de- 
positor at the time his bank is garnished 
as his debtor is more than offset by non- 
accepted drafts, afterwards returned, 
which had been drawn by him upon his 
customers and credited in his account, 
under an arrangement made when the 
account was opened by which the bank 
was authorized to charge back such of 
the drafts as were not accepted, and 
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upon his agredment that a sum in excess 
of said credit should at all 
times be kept on deposit to cover the 


nominal 


liability on such non-accepted drafts, 
the bank cannot be charged as gar- 
nishee. 


Note to Illegal Corporation. 


———, Ind., January 5, 1895. 
Editor Banking Law Journal: 

Dear Str:—A corporation, holding negotiable 
notes of various makers, discounts them witha 
bank. The corporation is illegal and is after- 
Suit by the 
bank on the notes is met by allegations of fraud 
Are the 


wards annulled by decree of court. 


and want of consideration. notes re- 


coverable? 
CASHIER. 


If the notes are payable in a bank in 
the state and are otherwise negotiable, 
and have been acquired for value, be- 
fore maturity, in good faith, they are 
enforceable free of defenses, The defense 
that the payee is a non-existent corpor- 
bona-fide 
The maker having contracted 
with it as a corporation 1s, as against 
of 
topped to deny its existence or its ca- 
pacity to contract. 
82 Ind, 417. 


ation is not good against a 
holder. 
an innocent indorsee the 


note, es- 


Smelser v. Wayne, 


Creenbacks and Treasury Notes. 


First NAtT’L BANK OF DELTA, 
De.ta, Pa,, Janvary 12, 1895. 


Editor Banking Law Journat: 


DEAR Sir:—What isthe difference between 
‘* greenback” and a ‘treasury note?” 
Respectfully, 
CASHIER. 


The greenback is legal-tender for all 
debts, public and private, excepting 
duties on imports and interest on the 
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public debt. (Since the resumption of 
specie payments, the greenback has, by 
regulation, been accepted in both of the 
last-mentioned cases. ) 

Treasury notes are legal tender for all 
public and including 
duties on imports, except where other- 


debts, private, 

wise specially contracted. 
The law provides that 

classes of 


both these 


notes shall be redeemed in 
coin, but it gives the secretary of the 
treasury the privilege to redeem treas- 
ury notes in either gold or silver coin it 
his discretion,—the act declaring, how- 
ever, that it is the policy of the United 
States to maintain parity between gold 
and silver. 


Liability of Irregular Indorser in Penn- 
sylvania- 


A communication which we have re- 
ceived respecting the liability of an ir- 
regular indorser in Pennsylvania, and 
citing decisions on the subject, is post- 
poned to the next number, wherein we 
propose to review the law of the state 
upon the subject. 


Right to Appropriate Balance. 


Ill., January ro, 1894. 
Edttor Banking Law Journal: 

Dear Sir:—Can you publish a reference to a 
decision made in Chicago, early in the present 
year wherein the First National Bank,]I believe, 
was held entitled to appropriate a balance of the 
West Chicago Bank as against checkholders. I 
am desirous of being informed of the law as de- 
cided in that case. 

CASHIER. 


The case is First Nat. Bank v. Kelsay, 
and it is reported in the 54th volume of 
Appellate Court Reports. In 
brief it decided that a bank who held a 


Illinois 


demand note of a depositor for $5,000 
had the right to appropriate a balance 
of some $600 standing to the depositor’s 
credit, in reduction of the note, without 
first demanding payment ofthe note; and 
the holder of acheck presented after the 
appropriation had been made,* could 
not recover thereon from the bank. 


CORRESPONDENCE. 


The Boston System of Bank Book 
keeping. 


Tue First NATIONAL BANK OF DFLTA, } 
Deva, Pa., January 14, 1895. ) 


Editor Banking Law Journat: 


DEAR Sir:—Referring tec the communication 
from Will L. Welch December 
number of Journal I would be glad if you could 
induce the learned bookkeeper through yout 
columns to explain himself a little more fully 
Possibly we are afflicted also with too much 
Pennsylvania ‘* Dutch latter 
brand being perhaps, if possible, more dense 
than the New York variety; be that as it may 


of Boston in 


stolidity,”’ the 


we would like to have Mr. W. explain to us how 
and why the so-called ‘‘ Boston” system of 
ledger bookkeeping is so far superior to the or 
dinary system in the way of preventing crooked 
ness, 

Perhaps we 
system is, but we think we do, and 


don’t even know what the 
‘* Boston ” 
we did not know before that it even claimed any 
advantages over the old style beyond aiding the 
bookkeeper in accuracy, speed, etc., and fail to 
see how it prevents the bookkeeper from ‘‘ doc- 
toring” his ledger if he chooses to do so. 

If Mr. Welch allows the little country bankers 
to ask any questions in a matter in which two 
such large cities are engaged, we should be 


glad to have him explain these points. 
Very respectfully, 
L. K. Srusss, 


Cashier, 


*In Illinois the holder of an unaccepted check. pay- 
ment of which is refused when there are funds on de- 
posit, has a right of act on avarnst the bank; the law 
differing from that «f New York in this respect 
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ACCOUNTANCY. 


These columns a‘e intended to embrace topics of interest to accountants, and discussions of, and decis- 


ions upon, matters of law involved in various branches of accountancy. 


Cases bearing upon the management 


and distribution ot trust estates and property are published under this head. These are of importance to 
trust companies, bank: rs, and all others charged with the management of trust property; as well as to ac- 
eountants emploved to investigate trusts, make reports, and assist in the rendering of accounts. 


FEDERAL RECULATION OF RAILWAY ACCOUNTS. 


The bill introduced in Congress by Represen- 
tative Straus of New York to regulate railroad 
companies engaged in interstate Commerce is 
likely to be brought before the House at an early 
day. A hearing upon this important measure 
has been had before the 


interstate 


House Committee on 
Mr. 


Straus has presented a forcible argument in its 


and foreign Commerce, and 


favor, The bill provides for the periodical ex- 
amination of the books of interstate railway 
companies by agents of the Interstate Commerce 
Commission, the companies bearing the ex- 


pense The examiners 


of such examination. 
are to be authorized to call for papers and ex- 
amine witnesses. Companies are to publish 
quarterly reports, giving certain specific data. 
In case a company goes into the hands of a 
receiver, che official examiner is to investigate 
the causes, completing his investigation within 
sixty days, and the procedure is described in case 
a breach of trustor violation of law is discovered. 
The record of names and addresses of all stock- 
holders is to be open to any stockholder who 
feels himself aggrieved by the action of the di- 
rectors and wishes to cooperate with his fellow 
sufferers to secure redress. Finally, the con- 
ditions governing the right to vote at corporate 
elections are defined, with a view to placing 
these elections in the hands of bona-fide stock- 
holders alone. 

In his argument, Mr. Straus drew the com- 
mittee’s attention to the fact that the 


now in receivers’ hands 


railroads 
per cent. 
of .the capital invested in such enterprises in the 
United States. 


represent 25 


Railway investments in this 
country constitute the most important single 
form of investments, hence anything which 
affects public confidence in them is only second 
in importance to what influences public confi- 
dence in the currency itself. Bad management, 
either ignorant or with malicious purposes, 
has undoubtedly had as much todo with railroad 
insolvency as bad trade, and unfortunately the 
sound and well-managed companies have 
suffered by the bad repute of the mismanaged 


ones, 


It is urged that the best hope of improving on 
this condition of things is to give publicity to 
the bookkeeping as well as to the operations of 
the railways, and to punish the wrong-doers 
whose acts are thus exposed. Recent develop- 
ments have shown that the growth of American 
enterprises has been greatly helped by invest- 
ments of foreign capital. But foreign investors 
are beginning to take fright at the American 
attached to 


to the reckless mismanagement of so 


name railway securities, owing 
many 
companies. Honest and upright directors have 
nothing to fear from the publicity to be enforced 
by the pending bill. 

The purpose aimed at by this bill-is to put 
the control of the companies actually into the 
hands of three stockholders, where it is sup- 
posed to rest, and for the protection of bona.fide 
investors unfaithful 


against the tricks of 


trustees. Cases are constantly occurring where 
stockholders believe they have been. wronged, 
but are powerless to find out the fact. Directors 
have by the use of proxies obtained from 
brokers intrusted with stock, carried corporate 
elections and kept themselves in control in de 
fiance of the best interests of the companies, 
Some have been guilty of manipulating one 
which to the 
damage of that property, but for the advantage 
of another property in which they are more 


largely interested. 


property of they have control 


The bill under discussion aims to do away 
with one source of scandal in connection with 
receiverships by providing that no person who 
has been connected with a railway in any 
capacity shall be appointed as receiver, ard that 
the person appointed by the courts shall hold 
his position only till the bondholders have time 
to elect a permanent receiver. The bondholders, 
as first creditors, are thus given control of a 
property which has hitherto been managed by 
its stockholders. Especially is it deemed wise 
to exclude from the autocratic control of the re- 
ceiver’s office an officer of the company under 
whose direction the company has just come to 
grief. 
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Several clauses of the bill are devoted to re- 
stricting the power of a receiver to do anything 
underhand, and a positive prohibition is placed 
upon pure speculation in railway securities by 
receivers, directors, officers, or agents of any 
The bill makes it unlawful, moreover, 
for any officer of these functionaries to unload 


railway. 


upon their companies any property in which 
they themselves have a profitable interest, ex- 
cept by consent of the stockholders at a special 
meeting, after full explanation and disclosure 
of all the facts. 

Mr. 


Straus asserted his confidence that the 


DEPARTMENT. 


government would not transgress its legitimate 
functions in assuming such direct supervision 
It is 
the province of government, he said, to protect 
the weak from oppression by the strong. The 
passage of the pooling bill through the House 
showed that that body does not consider that the 


of the affairs of the owners of railroads. 


natural government is exceeding its powers in 
regulating competition between different rail- 
road companies; and to hold trustees to a proper 
accountability to the people who have confided 
their property to their care is quite aS import- 
ant a function of organized authority. 


INVESTICATIONS. 


(Contributed by Frank Blacklock, Expert Accountant, Baltimore, Md.) 


The remark ‘* Sending good money 
after bad’ has prevented many an ex- 
pert accountant from earning a fee for 


sé 


for those 
While it 


is true that water that has run by the 


himself and ‘*‘ good money” 


who may have employed him. 


mill, will grind no corn, it is equally 
true that those so-called public expert 
think 
been fairity and honestly earned, when 


accountants who their fee has 
they have presented a beautifully writ- 


ten and red-line ruled financial exhibit 
of a failed debtor’s business affairs, are 
primarily responsible for the disinclina- 
tion of merchants to pay for a superficial 
report by a so-called expert accountant 
which is only an arithmetical verification 


of the debtor’s books of tell- 


ing 


Know, 


account, 
the creditors what they already 

It is becoming more the custom for 
creditors to employ an expert account- 
ant to investigate the books and ac- 
counts of those failed concerns, whose 
reputation and previous standing are 
such as to suggest that a verification of 
any statement they might present would 
This employment usually 
comes to the public accountant, without 


be in order, 


direct solicitation on his part, through 


the lawyer representing the creditors; 
or it may be at the suggestion of a large 
creditor, who is inclined to befriend 
some young accountant, just starting 
practice, by giving the young man an 
opportunity to show of what mettle he 
While di- 


rectly traceable to errors of the head 


is made. many failures are 


and not of the heart, some failures are 


the direct result of a preconceived 


scheme to defraud recent creditors, 


either to enrich the failed debtor or to 
prefer some favored relation or creditor 


The 


young accountant, on being called upon 


at the expense of other creditors. 


to investigate such a case, should care- 
fully gather and weigh all the talk he 
can come by, thoroughly sifting the 
immense amount of chaff of gossip to 
find the few grains of truth which are 
always there. If possible, conduct the 
investigation at the counting-room of 
the failed debtor, getting on friendly 
terms with the bookkeeper and other 
clerks, being particularly polite to the 
“typewriter,” 
alert to catch on to those badges of 


fraud which stand out like the knots on 


but at all times being 
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an oak tree—to be seen when looked 
Work quickly; do not mind a few 
dollars spent in employing a penman to 
make accurate photographi copies for a 
few months prior to the failure, of the 


for. 


cash book, sales book and such ledger 
accounts as may suggest themselves, to 
show to your direct employers. Some- 
tumes this course quickly pursued will 
enable ‘information to be supplied to an 
active lawyer which will sustain an action 
of replevin or attachment or an _injunc- 
tion ;but at this stage of the investigation 
by all means move rapidly, lose no time in 
tracing recent sales, and cash paid out. 
You can proceed more leisurely to scru- 
tinize how the so-called special partner 
and if the so- 
all 


money in cash, or in property, or as the 


made his contribution, 


called corporation received their 
law directs, or if all the incorporators 
full 


creditors want to pay for, 


are of age, and other details the 


Try to have 
of the creditors or 


some their lawyer 


come in to look at the books with you, 


from time to time, Donot be afraid to 
give away your professional knowledge; 
you will get full credit for any money 


the creditors receive as the direct or in- 
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direct result of your labors. Move quick- 
ly by all means—creditors become im- 
patient and lose confidence in an expert 
accountant who moves slowly, without 
ot 


producing results for the benefit 


creditors. Read up all the law youcan 
on partnerships, corporations, consign- 


ments, assignments, preferences, insol- 
vent systems, accounting and other sub- 
jects pertinent to the profession, and 
remember that the very best lawyer can 
do nothing unless he is supplied with 
the facts on which to base his action; 
also that lawyers like accountants who 
But 


above all do not get into the habit of 


can converse in a legal manner. 
finding mare's nests; and if as a resu t 
of your investigation you find no way to 
make money for your creditor employ- 
ers, Say So at once and put them to as 
little expense for your services as pos- 
sible; cut short their expenses but let 
This 


increase as 


their profits run on. course will 


make business you grow 


older, In your investigations let your 
confidence and your hostilities be 
entirely professional; make _ personal 
friends, dut no personal enemies, tor there 
vicissitudes in a 


are strange business 


career. 


CURRENT NEWS AND TOPICS. 


the sta 


in all 
to enhance the 


ing Items of Interest 


NEW YORK. 


Governor Morton, in his message to the legis- 
lature, has the following to say about the banks: 
rhe great increase in the resources of the 
various institutions supervised by the Bank De- 
partment during the last decade entitles it to spe- 
cial mention; Ten years ago the total resources 
of these institutions were little over $845 000,000. 
To-day, by reason of the increase in the num 
ber and business of banks of deposit, savings 
banks and trust companies, together with the 
building and loan associations and foreign 
mortgage companies, which were placed under 


Readers are requested 
nterest and value of this department. 


to communicate matters ar 


the supervision of the departmenf in 18go, there 
appears to be an increase in resources of about 
$580,000,000, making a total of $1,425,000,000, 
In the revision and re-enactment of the banking 
laws in 1892, many valuable amendments were 
made; but there are severalamendments which 
might still be made with the effect of further 
improving the law. For instance, as the law 
now reads, a bank may commence business by 
paying in 50 per cent of its capital stock,—the 
balance to be paid in in installments of 10 per 
cent. at the end of each succeeding month until 
itis fully paid, Experience has shown that the 
remaining portion of the capital stock is not 
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paid as provided by law, and more or less 
confusion arises over the payment of the re- 
maining half. I am of the opinion that the 
whole capital stock should be actually paid up 
before the new bank is authorized to commence 
business. 

A number of banking institutions have been 
forced into bankruptcy for one or all of the fol- 
lowing causes, to wit: The loose method by 
which officers and employees of a bank may 
borrow from the institution, upon their own 
motion, to such amount asthey may desire; the 
loaning of funds by a bank upon the security of 
its own capital stock, and the tendency otf so 
many banks to pay out their profits in dividends 
rather than create a reasonable surplus fund 
with which to meet inevitable losses. 

I would recommend that the banking law be 
so amended that the officers having the physical 
control of the funds of a bank should not be al- 
owed to loan money to themseives, but that 
their applications for loans should be submitted 
to the board of directors, and the consent of a 

ority of such board should be required pre- 
cisely as general customers procure loans. Also 
that banks should be required to accumulate 
a reasonable surplus fund or go outof business, 
ind that they should be prohibited from loan- 
ng money upon the security of their own capi- 
tal stock 

There are nota few this state 
where savings banks and banks of discount are 


nstances in 


ated in the same room and are controlled by 
the same management; at one desk the savings 
ank officers receive deposits; at another 
bank and pays out 
he board of trustees of the one insti- 

is composed mainly, if not wholly, of the 
of the so that when trouble 
the one, the other i 


ved. At 


thin the last tw 


close 


discount 


receives 


other, 
rises to is alsoinvariably in- 
least two instances have occurred 
disconnt banks 
ve suspended and savings banks doing bus 
ness in the same room 
ure for the 


is were “ 


years where 
into 
r entire available 
suspended bank 

Chis condition of affairs demands prompt recti- 
ation, banking 


ependent of the 


have been forced 
reason that thei 


tied up n the 


should be 
and the available 


Each institution 


other, 


ls of savings banks should be deposited in 


manner as to be beyond the perils which 


ve the discount banks. 


CANADA 


December f the Journal of the 


dian Bankers’ Association contains the 
t chapters of a contribution on the Canadian 


‘ing System, by R. M. Breckenridge, a 


1ate of Cornell University and Seligman 
n Economics of Columbia 


New York. The 


nths research among the public documents 


College, 


work is the result of many 


Canada, by a student well qualified for the 


n 


59 


MICHIGAN. 


The following is an abstract of Reports made 
to the Commissioners of Banking, showing the 
condition of the State Banks in Michigan at the 
close of business Wednesday, the roth day of 
December, 1894. 


RESOURCES, 

Loans and_ dis- 

counts 534,320,135 7 
Stocks, bonds and 

mortgages 26,516,601 07 

$60,836,739 81 

Overdrafts 192,415 39 
Banking house 

fixtures 


furniture and 


1,694,992 89 
719,150 15 
493,575 7 
312,758 62 


Current expenses and taxes paid 
Interest paid 
Due from banks 

in reserve cities $9,653,012 
Due from other 

banks and bank- 

361,665 

Exchanges for 

clearing house.. 
Checks and cash 

items 
Nickels and 


Gold coin 


cents 


U.S. and National 
bank 


notes, 


LIABILITIES 
Capital stock paid in............ 12 
Surplus fund 2 
Undivided profits 
Dividends unpaid $1 
Commercial depos- 
its subject to 
re 

Certificates of de- 
posit 


,600,520 00 
»559,052 49 

2,698,387 31 
7,096 


15,470,103 


7,024,676 

Savings deposits 

Certified checks 

Cashier's checks 
outstanding... 

Due to banks and 
bankers... 


24,974 06 


> oe 
or 8 
“,007,773 97 


Notes and bills rediscounted.... 
Biils payable 


354,059 88 


73,004 47 


Total 
Number of 
companies, 4. 


78,872,148 5 


7 
banks, 164 Number of trust 


MINNESOTA. 
The following are some interesting figures 
on resources and liabilities of the 145 state 
banks in Minnesota at the close of business Dec. 
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19, 1894. These figures are taken from the re- 
ports made to Bank Examiner Kenyon : 
RESOURCES. 
Loans and discounts 
Overdrafts 
United States bonds 1,100 00 
Other stocks and bonds.....° 687,218 37 
a 244,335 88 
Banking 
a ee rere 3,205 09 
Other real estate 37, oO4 
399,407 45 
30,984 67 


188,893 07 


-$25,249,393 49 
194,542 89 


house furniture and 


NIL Gel ted enedeaeen ome 


Checks and cash items........... 
Exchanges for clearing house... 


ee Ee Cer ae 
Total 


Capital... 
NI cradnk se Ge) gigarnaten< gaukek 


oS 
“I 


WIOGIVIGOS BOORIS..0.. cvvicsccccces 


Dividends unpaid 
Due to depositors. ............5: 22,047, 36 
Ser cer er eee 


“Ion uUsg 
pour 


to 


Notes rediscounted 
Bills payable 
Other liabilities...... ; 


Cash reserve, 31 per cent. 


PENNSYLVANIA. 

In his biennial message to the legislature, 
Governor Pattison speaks of the banking de- 
partment as follows : 

‘* Although the delay of the necessary legislat- 
iveappropriation retarded systematic operations 
by the Banking Department for nearly a year 
and a half from the time of the passage of the 
law creating it, every one of the 177 institutions 
now under its supervision has been visited and 
carefully examined. Some of them have had 
such supervision several times and the quarterly 
reports of all have heen received and acted up- 
on. The test of the efficiency of this branch of 
the State government has been exceptionally 
severe, OWing to the prevailing depression and 
uncertainty of business during the past two 
years. That the execution of the law has been 
conservative as well as effective is shown by the 
fact that, without any demonstrations calculated 
to excite panic or distrust, the department has 
caused over four million dollars of bad assets, 
carried as available, to be charged off, and has 
required a million dollars of impaired capital 
to be replaced. Stockholders and depositors 
have been alike strengthened in their security 
by better management imposed upon their in- 
stitutions. The most substantial banks and 
trust companies of the State bear universal 


testimony to the intelligent work and the watch- 
ful care of this department, resulting in such 
strengthening of public confidence as has been 
for their common good. The three months 
ended November 29, 1894, showed an increase 
in the capital of the banks, saving institutions 
and trust companies of Pennsylvania of $646,- 
202.36, and while the surplus and undivided 
profits decreased. their deposits in the same 
period were increased $11,628,613.50; their re- 
serve, $6,677,657.38, and their investment 
securities, $24,629,150.72. The recommendations 
made in the first annual report of the present 
Banking Superintendent, to which I called at- 
tention in my biennial message of 1893, are 
repeated with emphasis. They should have the 
attention of the Legislature. Every principl 
of sound finance and of good banking demands 
legal limitations of the loans to individuals, 
firms and corporations; a uniform period afte: 
which unpaid obligations should not be carried 
as available assets; assurance of the formation 
of a surplus fund; ample powers to the Super 
intendent to ascertain the responsibility of de- 
positories; the strict enforcement of the obliga- 
tions of directors to direct, and close scrutiny of 
collateral securities for loans.” 


In the biennial report of Attorney-Genera 
Hensel to the legisiature, that body is urged 
take action respecting ‘‘foreign building and 
loan associations, loan or investmentcompanies 
which promise quick returns of large profits 
and indeed, in many cases, assume to guarantee 
at least 12 per cent interest to their investors 
Most of these” says the attorney-general, ‘‘ar 
absolutely worthless and deceptive, their very 
scheme betraying its true character, and their 
complicated by-laws admitting the pretext for 
their officers to take about half the amounts 
paid in by credulous stockholders for ‘expenses 
of the company.” 

He recommends that there should be som« 
law to restrain and prohibit all such concerns 
from doing business within the Commonwealth 
unless they submit themselves to the super- 
vision and regulation of the State authorities 
and deposit s sufficient sum to protect their 
Pennsylvania stockholders, depositors and in- 
vestors, 


We acknowledge the receipt of the ‘‘ Delta 
Herald and Times” of January 4th, containing 
a description of the fine new building into which 
the First National Bankof Delta has just moved, 
and a full account of the bank’s history. The 
bank has always prospered, and now has a 
larger number of depositors than ever before 
carrying between 600 and 70o accounts. Its 
loans and discounts are made up almost wholly 
of local paper in small amounts, the manage- 
ment making it the rule to give home demand 
the preference at all times. This, because the 
bank then has actual and not second-hand 
knowledge of its borrowers; also because the 
amounts are usually much smaller than when 
‘*foreign” or ‘‘ brokers’” paper is discounted. 
V. G. Stubbs is president, and L. K. Stubbs 
cashier. 
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